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Current Business Trends 


High Output Fails To Meet Demand 


NDUSTRY attained a new high record of peace- 

time activity in March, only to fall in April under 
the onslaught of strikes.1 This high level was a mo- 
mentary preview of the industrial potential. 

While the Federal Reserve index of industrial pro- 
duction in March (see Chart 1) was higher than in 
any other month since, last September, or any month 
prior to July, 1941, the volume of production remains 
far short of capacity and far short of satisfying de- 
mand. Insufficient production is most spectacular in 
automobiles, where first-quarter output of slightly 
more than 196,000 passenger cars was less than one 
quarter as large as in similar periods from 1939 
through 1941. 


BIG ITEMS LAG 


The lag in the output of electrical appliances has 
been great with shipments of various items in the 
early months of 1946 ranging from 18% to 76% of 
prewar averages. A notable exception has been wash- 
ing machines, shipments of which in January were 
108% of the prewar average. In some instances de- 
clines set in after attainment of improved levels in 
January. Trends in manufactured goods for March 
are not yet fully reported, but it appears that recov- 
eries from February were mixed. Vacuum cleaner and 
radio set manufacture in March recovered substan- 
tially, approaching prewar averages. 

Strikes have caused the greatest interference with 
production, their indirect effects often more pro- 
nounced than their direct. The steel and copper strikes 


1Excluding 1941 as a peacetime year, as munition manufacture 
began its rapid expansion then; the Federal Reserve index in the sec- 
ond half of 1941 rose from 166 to 176, compared with 169 (preliminary) 
in March, 1946 (adjusted, 1935-1939 = 100). 
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particularly had widespread repercussions since the 
operations of other industries were limited by scarcity 
of these raw materials. March production of steel at 
6.5 million tons was never equaled in any month prior 
to late 1940, but this high level was only temporary, 
and could not make up for the prior output deficien- 
cies. Finished steel lost through the steel strike and 
through the coal strike in April was equivalent in ton- 
nage to that used by the automobile industry in the 
entire year of 1939, or more than twice that used by 
the railroads in 1945. So great is the pressure of users 
on steel mills that voluntary rationing is in effect and 
other means have been considered. (See article on 
page 178.) 

Refined copper production in the first quarter of 


Chart 1: Machine-tool Shipments and Industrial 
Production 


Sources: National Machine Tool Builders’ Association; War 
Production Board; Federal Reserve 
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1946 fell far below that of the similar 1939 period 
because of strikes. (See Table 2.) Shipments from 
refineries to users remained far above the 1939 rate. 
In fact, first-quarter consumption was slightly larger 
than the 1940 quarterly average, but this was made 
possible by continued large domestic use of foreign 
copper. Refined lead output in March was the smallest 
of any month in thirteen years, and deliveries were 
the smallest in about eight years. (See Table 1.) 

Production and shipments of slab zinc in March and 
for the first quarter were high in comparison with 
early postwar months and before the war. Shipments 
were extraordinary, however, in March from a com- 
bination of postponements and business anticipations 
and reflected activity in galvanizing following the 
end of the steel strike. (See Chart 5.) 


TEXTILES AT HIGH RATE 


Production of several major metals this year has 
been inadequate to sustain a high level of industrial 
activity for very long, particularly in a period when 
such big industries as automobile, electrical and build- 
ing have been straining at the leash. On the other 
hand, many industries have been unable to satisfy 
public demand in the face of high output. Cotton 
consumption, for instance, although in recent months 
running a little behind a year earlier, has been far 
above corresponding 1939 consumption and has ex- 
ceeded average usage in most prewar years since 
1929. Shoe output in the first quarter set a new high. 

Wool consumption in January and February was 
about 4% higher than a year ago and far above that 
for the similar period in earlier years, at least as far 
back as 1929. 

Several peaks in industrial production have been 
set so far in 1946, including rayon deliveries, produc- 
tion of leather and its products, wheat flour, and lamb 
and mutton. In several other industries such as glass 
containers, and textiles and products, production has 
been equal to previous top marks. Bituminous coal 
output in March was the highest in recent years, but 
not so high as in the Twenties, when production peaks 
were achieved in lumber and cement which have not 
since been equaled. (See Table 4, “Peak Months of 
Industrial Output.”) 


FAST SPENDING PACE 


Consumer spending in the first quarter set a new 
high record at an annual rate of $120 billion. Pur- 
chases of nondurable goods were made in amounts far 
above the usual in relation to income.! Nondurables 
represented over 60% of the total spending. However, 
purchases of furniture and related items showed a big 
increase, and as other durables become more avail- 
able, proportionate expenditures are expected to shift. 
This change-over will be facilitated as returning vet- 
erans become better outfitted with civilian clothing. 

‘Department of Commerce. 


Table 1: First-quarter Statistics for Refined Lead 
American Bureau of Metal Statistics 
Thousands of Tons 


Source: 


; Domesti Stocks, End 
Year Production Binet of Period 
WON: Sete g ee Gare ate 143.7 182.3 80.9 


NOAG sawictate-con teteinbrenale ote 118.0 121.8 41.9 


Table 2: First-quarter Statistics, Refined Copper 


‘Source: Copper Institute 


Thousands of Tons 
Shipments of 
vr | opus | foal, | SRR | Stn aH 
1939 5h. 192.5 150.1 0.0 320.8 
1945 er 214.1 537.0 57.4 51.9 
1946.5... 139.1 261 .2a 44.0 70.2 


ok aighe — duty-free copper produced by primary refiners from new and 
secon’ 

*Duty- ips jar furnished by Metals Reserve Company. 

3At refineries, on consignment and in exchange warehouses, but not including 
consumers’ stocks at their plants or warehouses. 

alncludes 909 tons exported in February. 


Table 3: Aluminum Production and Consumption 


Source: Bureau of Mines 
Thousands of Tons 


Primary Aluminum 


: pease 
ear A t uminum 
Production | Imports Exports Consump- Production 
tion’ 
MOSS ee 163.5 9.3 36.6 167.6 53.9 
194055 1 Fee ae 206.3 17.4 26.9 227.0 80.4 
1941 309.1 13.4 7.4 302.8 106.9 
TDA acl carat 621.1 pig 1 38.7 589.0 196.5 
VGAS OIA oa. 920.2 135.6 117.6 877.4 314.0 
LOSS Sages acta s 776.4 102.8 188.5 746.0 $25.6 
LOAD 0, eth niin is B26.06 |e Mancha samba [eaten $05 .0e 


1Data not available on fluctuations in consumers’ stocks. Withdrawals from pro- 
ducers’ stocks totaled 31,443 short tons in 1939; $0,188 in 1940, and 55,320 in 1944; 
additions to producers’ stocks totaled 12,282 tons in 1941; 5,502 tons in 1942, and 
60,787 tons in 1943. 

eEstimated. 
Consumer spending has continued strong since the 
end of the first quarter, as strikingly demonstrated in 
the jump of pre-Easter-week sales by department 
stores to 26% more than a year ago. Most of this 
gain appears to have been in the volume of merchan- 
dise, as retail prices were only 2% higher than a year 

1 

ago. 


JOBS AND WAGES GAIN 


Increases in spending have been made in the face of 
decreases in income, which in February was about 5% 
below a year ago. The decline stemmed principally 
from lower factory wage payments. In view of the 
extensive strikes in February, including indirect cur- 
tailment of activities, the narrowness of the decline is 
notable. Civilian employment increased slightly over 
January, and then showed its first substantial month- 
ly gain in March? Many large increases in wage 

1February prices latest reported. 


*Monthly report of J. D. Small, CPA administrator, indicates 55.7 
million at work in March—1.8 million over February, including a 
600,000 gain in agriculture. 


May, 1946 


BUSINESS RECORD 175 


Chart 2: Manufacturers’ Inventories and 
Shipments of Food and Kindred Products 
Source: Department of Commerce 
Index Numbers, 1939=100 


1939 1940 1941 1942 1943 1944 1945 1945 


Chart 3: Wholesale Commodity Prices 
Source: Bureau of Labor Statistics 
Index Numbers, 1926 = 100 
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Chart 4: Dividend Payments by Manufacturing 
Companies 
Source: Department of Commerce 
Millions of Dollars 
649.8 
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Chart 5: Slab Zinc Shipments and Stocks 
Source: American Zinc Institute 
Thousands of Net Tons 
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Chart 6: Carloadings, Class I Railroads 


Source: Association of American Railroads 
Thousands of Cars 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


rates did not become effective until March 1 or later, 
and their impact on consumer purchasing power is 
obvious. 

The rise in real consumer purchasing power, how- 
ever, may be somewhat less than the apparent rise, 
owing to the accelerated roll of the wage-price axis 
dating largely from the decision tying the steel work- 
ers’ earnings to the price of their product. Hardly a 
day has passed in recent weeks that has not seen ceil- 
ings raised by OPA on items covering all phases of 
our economy—brass-mill products, malleable castings, 
work clothing, wood pulp, cigarettes, maple syrup, 
many kinds of hardware, automobiles, and on through 
a long list. Some do not immediately affect retail 
items but the OPA has permitted many increases in 
retail prices. Increases have run from 2% to about 
17%. The rise in wholesale commodity average prices 


TABLE 4: PEAK MONTHS OF INDUSTRIAL OUTPUT! 
Source; Federal Reserve Index of Production, 1935-1939 =100 


46 
Peak Month Since Peak Month, Latest; Tadex, "19 


November, 1941 1941 Index 
Industry Month | Unad- ree 
justed | justed 
Industrial production........... 165 | 169 
Manufacturesite ecscciens bees 171} 1% 
Durable: .3,. onsite a te if 181 | 183 
Tron and steel en..cccneaas as 170 | 170 
Pigiiron ==) 20a: eck ee /' 49 49 
Steele cen chee eee ae a. 176 | 176 
Machinerys.c cast e+e ae ; 10-11/41 213 | 218 
Transportation equipment. .... 4/29 11/41 204 | 204 
Automobiles: .. 10. j.de> <2 tet oa, 8 a. 6/41 105 | 105 
Nonferrous metals and products 9/41 141 | 141 
Smelting and refining........ 11/41 125 | 125 
Babricating: acecern rats ah. a. 7/41, 9/41 154 | 154 
Lumber and products........- 8/41 115 | 120 
‘umber 5. te 8/41 100 | 108 
Furniture. . 10/41 143 | 143 
Stone, clay and ‘glass products. 10/41 177 | 191 
Plate glasss 7, Meroeeemaca.- 12/39 /) 136 | 136 
Glass containers............. ‘ 8/41 9/45; 2/46 247 | 255 
Cement teen ce htcearite 10/41 10/42 113 | 149 
Nondurable. . Picks 9/41 9/43 ! 163 | 168 
Textiles and ‘products. .. be 5/41 2/43; 3/46 162 | 162 
Textile fabrics) 2. .225n/10 6 + 5/41 / 145 | 145 
Cotton consumption........ 11/41 147 | 147 
Rayon deliveries........... 11/41 ; 241 | 241 
Wool textiles. . tutor 9/41 ATS TE 
Leather and products. . ae ee 8/41 137 | 133 
Leather tanning............. 11/41 135 | 126 
Cattle hide leathers......... 11/41 157 | 146 
Calf and kip leathers........ 2/39 104 99 
Goat and kid leathers...... . 10/41 67 64 
Shoes: state nae eos 8/41 / 121} 121 
Manufactured food Ae ia 9/41 9/44; 9/45 140 | 156 
Wheat flour. . an 9/40 2/46 131 133 
Meat packing. . a ab eR 11/41 1/44 132 | 148 
Pork and lard.............. 12/40 1/44 201 | 205 
BEG A 25am reese wiire 10/41 9/45 141 153 
Renee Sie oe ee 10/41 10/44 76| 87 
Lamb and mutton.......... 1/41 2/46 186 | 184 
Alcoholic beverages........... 9-10/41 71/45; 10/45 3 198 | 231 
Malt liquor: 25.25cen% 3.00 60s 7/41 7/45 178 | 197 
Tobacco Products............ /: 11/41 10/45 148 | 156 
Cigaratyy, ili teisobovecemtan ease 10/25; 10/27 11/41 12/42 Tit Ly 
Ciparetionsnth sctuccict aetur <6 7/37 9/41 10/45 193 | 205 
Paper and paper products..... 4/37 11/41 2/42 141 | 140 
Paper and pulp............. 4/37 11/41 2-3 /42 135 | 134 
Pulppeeene. ceecccee ies 8/37 11/41 3/42 131 | 1381 
Ground wood pulp......... 5/23 11/41 3/42 96 93 
PAD er aici oss s at eens 4/37 11/41 2/42 136 | 135 
Paper board!eyi 2-2 «eer 4/37 9-10-11/41 1/42; 3/42 165 | 165 
ing paper. co. eerie 2/37 11/41 3/42 82 82 
Newsprint................ 4/26 6/40 4/42 86 86 
Printing paper............ 4-5/3 6/41; 11/41 1/42 139 | 139 
Tissue and absorbent paper. 10/38 6/41; 11/41 6/43 147 | 141 
__ Wrapping paper........... 7/37 10/41 4/42 135 | 185 
Printing and publishing....... 4-5/37 11/41 12/41 127 | 124 
Newsprint consumption...... 11/36 11/41 12/41 114} 110 
Petroleum and coal products... 9/37 11/41 2/45 172 | 172 
Gasoline, uri. see es Mae 9-10/37 11/41 7/45 185 | 135 
Bueliodl: ccdicc cece ene tek 10/37 10-11/41 164 | 164 
Lubricating oil.............. 4/30 11/41 / 122 | 123 
Coke... iy Abas 3,6,7,8/41 Q g1| 91 
By- roduct coke. vend. oad 5/29 3,6,7,8/41 2 85 85 
Beehive coke. . pe AA 4/23 8/41 3 350 | 350 
Chemical products... opin ein. a 4/37 11/41 3 238 | 236 
Rubber products............. 2/37 6/41 3 223 | 223 
Mouse. cieds ieceae, ates 9/37 10/41. 3 | 131| 139 
Buels, 5 cnc une ogee eee 3/37 10/41 3 | 145] 145 
- Bituminous coal.............. 11/26 9-10/41 3 168 | 168 
Anthracite, . 22.0% «israel 8/25 4/39 3 125 | 125 
Crude petroleum............. 8/37 11/41 3 138 | 138 
INot adjusted for i i 
oink he ie LS ian unless specified sPettntnsre 
bSeries starts April, 1933 n.a.Not available 
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TABLE 5: FEDERAL FINANCIAL STATISTICS 
Source: Treasury Department 
Millions of Dollars 


1946 


First Ten Months 


1945 of Fiscal Year 
Item 
April March February January April 

De ROMvuren ed tesa ede As Seated he aaa is sua bee 8 eawd 8,675 Cnt hie 3,416 4,782 7,869 
Pn EMCE CO. WAP NORIS 9S y.0 3.) sriyiteias 6 occ he ins, aks waste 6 85 -96 31 -4 -68 
NRBRICOSES! ; ce ets s aE EMO ie nite ceri Meee ee bales 2,560 2,550 2,702 8,417 7,139 
Ratheriexpendibures:vy oa -ccctahisie Mate acre Male aise acess 1,030 1,263 683 1,369 798 
OO sp tel Be BSS OC ORE 6 - OAD ORIGIN Oe Ice ene ene 2,115 §,496 3,583 8,728 2,747 
LALITTS, cnet ARORA, SER, 3 kya aera’ auc nan seer t anes iadare aia 1,560 1,778a 167a 1,054 5,121 
Generaliurid Balances sues clare odes ais oe leraiorditheleial svaieleudiate § 20,935 24,367 25,961 25,427 11,366 
Debt (total)........ [oO go0g TOS dponoecnopagenaGUE On eupe 274,443 276,565 279,764 279,445 236,224 

War savings bonds ~ 
SELL a8 2 a RRO CHOIRS Ger RSIS oR INE a eica ie ere am 668 626 622 960 838 
peters NOUS cea scot its cle uanps tet alas shccesetrasus cei ase xis ob 02 590 604 537 587 381 

aSurplus 


TABLE 6: MANUFACTURERS’ ORDERS, SHIPMENTS AND INVENTORIES 


Source: 


Department of Commerce 


‘ Index Numbers, 19389=100 


1946 1945 Percentage Change 
Ttem January, February, 
February | January | December | November | October | September | February pees ¥4 peta eg 
LO CUUC ae Nei ec ete ieee 166.7 7164.6 7163.9 166.5 165.6 164.6 165.7 +1.3 +0.6 
MVAPADIO OOS... ic. sic c enue esse niv sore 174.4 | 7171.6 | rivo.7 | 177.4 | 181.7 | 184.7 | 188.7 | +1.6 -7.6 
Automobiles and equipment............ a a 7187.5 175.3 177.9 173.2 229.9 a ae 
Tron and steel and products............. 118.8 | rl117.0 | r118.4 124.0 123.0 123.3 116.1 +1.5 +2.3 
or dastals and products......... 138.6 | 7134.3 | 7136.3 134.1 136.3 145.6 145.9 +3.2 -5.0 
lectrical machinery.................5: 7253.2 282.3 290.4 299.1 309.3 
Other machinery..................--3: \ 226.4 225.0 een 208.7 206.1 209.2 218. : 10.6 
Transportation equipment.............. 329.75 | 321.3b | 1594.0 686.7 792.1 819.1 786 .4 +2.6b eaks 
MMERADIO POOUS.:.\« «5.0 <6 e sys aaaiesew esses 159.9 | 7158.5 158.0 157.0 151.5 147.1 145.6 +0.9 +9.8 
Chemicals and allied products........... 167.0 | 7164.7 | 7165.1 162.2 161.2 159.9 151.8 +1.4 | +10.0 
Food and kindred products............. 165.2 | 7168.1 | r177.1 77 ak 164.5 158.0 154.4 alas +7.0 
Paper and allied products.............. 161.9 | 7156.9 | 7155.0 150.7 148.3 144.9 133.0 +3.2 | +21.7 
Petroleum refining..................-4- 109.2 rl111.3 rl111.7 113.6 Ui i ag 109.1 108.5 -1.9 +0.6 
Textile-mill products................... 142.6 | 7136.2 | 7130.2 127.6 121.1 115.5 123.5 +4.7 415.5 
PABVEMMIENNE Morne fois ais et rittie < «Tere viens asdinte oe tet 184 185 r 197 202 204 210 287 -1 -36 
META SOOdS: «ose cw.s w cro tvs Sst teas 155 r 167 r 199 200 203 216 394 —7 -61 
Automobiles and equipment............ a a r 95 119 102 118 322 a se 
Tron and steel and products............. 98 | r 140 | r 191 184 182 194 273 -30 -64 
Nonferrous metals and products......... 179 | r 175 | r 183 192 167 157 303 +2 -41 
Electrical machinery................--. 200 197 |{7r 298 285 288 305 ree 42 
MPEOT MACHINERY. ret ece.5hc16: ai o4dja19/s si0in(0is'al ss r 236 232 256 254 429 
Transportation equipment.............. 1505 163b | r 626 529 592 796 2,314 —-8b te 
Nondurable goods. ............-+eeeeee0: 203 |r 197 |r 196 204 205 206 213 +8 -5 
Chemicals and allied products........... Ql 203 | r 189 201 192 199 228 +4 ~7 
Food and kindred products............. 226 219 r 218 230 236 241 224 +3 +1 
Paper and allied products.............. 184 r 182 | r 167 183 178 183 183 +1 +1 
Petroleum and coal products............ 154 r 160 | r 178 165 153 183 194 —4 -21 
Textile-mill products................++. 180 | r 177 r 166 165 167 167 198 +2 -9 
(GL UE Oe ee a ee a 181 r 190 r 182 183 180 166 260 -5 -30 
RremierrOOUSS g, . Pts ee asc. eee eee ee 170 e177 r 172 171 160 121 326 —4 -48 
Tron and steel products................- 152 r 159 r 174 181 176 119 320 —-4 -53 
Electrical machinery................... 997 gog {7 264 239 178 110 490 . 
Other machin ery: ps sev & <duvee «isyaencso < r 188 161 147 112 369 ae 
IVOMUUIKADIG POO0S.. cu ci ccscccsss scene 189 r 198 188 191 193 194 220 -5 -14 
aData combined with “other transportation equipment.” 
bJanuary and February, 1946, data includes automobiles; separate indexes will be computed when more complete data are available. 


cLess than 0.5%. 


has been more marked since early in March, following 
several months of slow change. (See Chart 3.) 

A high industrial potential for the second quarter is 
indicated by the Shippers Advisory Boards, with a 


rRevised 


forecast of a decrease of only 4.2% in carloadings from 
a year ago. This is closely in line with the trend prior 
to the coal strike. An interesting light on the move- 
ment of manufactured civilian goods is shown in the 
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Chart 7: Weekly Slaughter of Livestock at 
Fifteen Centers 


Source: The National Provisioner 
Thousands of Head 


relative gain in shipments of less than carload lots, 
counteracting the loss of position early in the war. 
(See Chart 6.) 

F. W. Dodge building statistics for the first quar- 
ter were the highest in seventeen years, while average 
monthly structural steel bookings not only exceeded 
those of similar periods for recent years but exceeded 
the monthly average for any full year, except one, 
since 1930. Deliveries in January and March were 
larger than in other recent years, but in February 
were exceptionally low. 

The extent to which the carloadings and other indi- 
cators, such as housing plans, are fulfilled in the imme- 
diate future depends mainly on the coal situation, 
with renewed threats by railroad unions also a fac- 
tor. Recent actions by the OPA have at least tem- 
porarily modified a number of price checks on pro- 
duction. 


WuuiaM J. Note 
Division of Business Economics 


Steel Production 
Dwindles 


RODUCTION of ingots and steel for casting was 
7% higher in the first quarter of this year than 
during the comparable period in 1939. In recent 
weeks, however, lack of coal has caused a substantial 
decline. Output of 11.8 million net tons in the first 
three months of 1946 was 45% under last year and 
48% less than in 1944, the peak war year. 
Steelworkers began to strike on January 21, 1946, 
and the first wage settlement with the union was 
signed by United States Steel Corporation on Febru- 
ary 15. Output in February dropped to 1.4 million 
tons, but rose again in March to 6.5 million tons, 66% 
more than in 1939. March production was down 15% 
from 1945 and 17% from the wartime high. Produc- 


tion in 1946 must average 86% of capacity to meet 
requirements, according to the Civilian Production 
Administration, but the first-quarter average was only 
52%. 

Contrary to general expectations, weekly rates of 
activity held up well at the beginning of April, as 
only one major steel producer cut operations sharply 
for lack of fuel. (See Chart 1.) After three weeks 
of the soft-coal miners’ strike, other steel companies 
prepared to reduce production. April steel loss was 
estimated at about one million tons, bringing total 
strike loss of steel this year to more than 10 million 
tons.’ Steel scarcity means fewer automobiles, refrig- 
erators and other goods for consumers. 


ALLOY-STEEL OUTPUT DROPS 

Alloy steel produced in the first three months of 
1946 slumped 64% below last year. March production 
fell 46% below a year earlier and 52% under the 
average in 1943, the highest war year. Steel and coal 
strikes have already cut 1946 finished steel production 
by more than 7 million tons. Shipments of finished 
steel in the first two months of this year were down 
55% from 1945, compared wtih a drop of 62% in 
ingot production in the same period. Industry officials 
estimate that only 70 million tons of ingots and 50 


Annual Capacity, Production, and Shipments 
of Steel 
Source: American Iron and Steel Institute 
Thousands of Net Tons 


Ingot Capacity! Ingot Output! 


Year 
oo Total ee 

1989..... 1,725 | 81,829 3,212 | 52,799 
1940704%:. 1,883 | 81,619 4,966 ; 
LOST E so 2,586 | 84,152 8,206 | 82,839 
1942..... 8,738 | 88,570 || 11,526 | 86,032 
1943..... 4,555 | 90,298 || 18,150 | 88,837 
1944..... 5,351 | 98,652 || 10,525 | 89,576 
1945. .... 5,456 | 95,505 8,613 | 79,719 
1946..... 5,500 | 91,891 ee? shuren t Ler Biss 

1Includes steel for castings in plants producing ingots. Total sire? and produc- 
tion include crucible, which in past few years has become almost negligible. ity 


as of January 1. : 
Excluded are shipments from one steel company-to another for further processing. 
Prior to 1941 this column represents net production for use in United States. 


million tons of finished steel can be made this year 
under the most favorable conditions after settlement 
of the coal strike. This would be a 10% drop from 
the 1945 output of finished steel. 


CAPACITY SLIGHTLY REDUCED 


Steel capacity increased 17% from 1939 to a peak 
of 95.5 million net tons of ingots? in 1945, and de- 
clined 4% to 91.9 million tons on January 1, 1946. 
(See table.) Present capacity is still 18% above 
1937 and.12% above 1939. Steel companies plan a 
record expenditure of $327 million this year for plants 


lTron Age estimated a steel ingot loss of about 750,000 tons in 
the week ended May 11. 


"Includes steel for castings by ingot makers. 
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Chart 1: Weekly Rates of Steel-mill Operations 
Source: American Iron and Steel Institute 
In Percentage of Capacity 
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Chart 2: Iron and Steel Wages, and Prices of 
Representative Steel-mill Products 


Sources: Iron Age; Steel; American Metal Market; National Industrial 
Conference Board 


In Dollars 


EQUAL VERTICAL DIS: Less) 
REPRESENT EQUAL PEI 
AGE CHANGES. 


4 PER 100 POUNDS, PITTSBURGH 
4S ESTIMATED 


0.40 
1919 1923 1927 1931 1935 1939 1943 1947 1945 1946 


and equipment, chiefly for rolling mills and finishing 
facilities. Recent government restrictions on con- 
struction may somewhat delay the program. The 
planned expansion includes several continuous mills 
to produce sheet and strip for such products as auto- 
mobiles, refrigerators and ranges. The 1946 expendi- 
tures will bring the total spent since 1935 to $2.5 
billion. Wartime expansion from 1940-1945 accounts 
for half of this figure. 


WAGE-PRICE ADJUSTMENTS 


Steelworkers received an hourly wage increase of 
181 cents in settlement of their strike early this year. 
The industry’s payrolls in January and February re- 
flected the strike with a drop of about $119 million 
from 1945. Hourly earnings in the iron and steel 
group have risen about 20% from the 1941 average 
of $1.183 to an estimated figure of $1.423 in February. 


(See Chart 2.) Price rises averaging $5 a ton on 
all basic steel products granted by OPA on March 1 
bring the average price to $65.92 per ton.1 Industry 
people declare that further increases will be necessary 
to compensate for higher production costs. Wage- 
price problems of steel fabricators are proving more 
difficult to solve than those of steel producers. 

Pig iron and scrap for steelmaking are critically 
scarce. Pig-iron prices have risen $2.50 a ton since 1941, 
but labor difficulties still hamper the industry. Out- 
put in 1946 has been cut as the coal strike reduced the 
supply of coke for blast furnaces. Steel mills need 
more scrap than usual to compensate for the pig-iron 
shortage, and in March the CPA appealed to the 
nation to help collect two million additional tons of 
scrap. No increase in scrap prices is at present con- 
templated by the OPA. 


ORDER BACKLOG HIGH 


Steel-mill orders are so heavy that many customers 
will not receive deliveries for months. Orders are 
being rationed by the mills on a prewar tonnage basis. 
Scarcity of skilled workers is still acute, and mills 
tend to make more of those products which yield the 
most profit under OPA ceilings. 

Strong demand near the mills and high freight costs 
are resulting in a significant realignment of markets, 
with steelmakers withdrawing from more distant 
areas. Many customers are thus finding themselves 
cut off from their usual sources of steel and unable to 
place orders with local mills whose schedules are al- 
ready full to capacity. CPA may have to act in order 
to ease the situation in regard to critically needed 
items. 


Marsorie E. Jupp 
Division of Business Economics 


1Average estimated by OPA. Iron Age gives $53.90, Steel $63.54. 


Tin Plate in Tight 
Supply 


FFORTS to maintain the rate of output for tin 

plate for expanded requirements, including pro- 
spective government food exports, succeeded through 
most of April.t A tight situation still prevails, however, 
as a result of the steel strike of this winter, while addi- 
tional cuts are threatened by the coal strike. No relief 
can be expected from the reduction of export quotas 
amounting to 155,000 tons for the first half of 1946. 
This cut, which was favored by certain manufacturers 
and for a while seriously considered by the Civilian 


1Tin-plate production has recently been favored by preferences 
on semi-finished steel. 
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TABLE 1: TIN STATISTICS, 1939-JUNE, 1945 


Source: Civilian Production Administration 
Long Tons of Tin Content 


Ji to 
Item 1939 1940 1941 1942 1943 1944 Tokae a 
Stocks:-at begmmning Of yearicchy is. ~ oem cle cts ees ees ove n.d. n.d. n.d. 143,370 144,361 125,544 107,212 
Pig tin. Sites sc ieee i adie eve atome Tere eet tnarelh ateeraeees 25,318 Q7,747 78,290 108,509 96,833 76,581 58,591 
Concentratesvx eee Bie Doe es Se. Sees ee n.d n.d. n.d. 23,860 $7,210 40,487 41,102 
Others cs. savas a athe spats area tiustunde cieriga Rea rae 6,846 7,359 9,648 11,001 10,318 8,476 7,519 
New: supplysacdee aes dA teen cn te eae es 85,690 146,150 196,117 82,784 63,444 17,543 35,000 
Domestic mine production. ....60.ea:..n 4). seins ojeatevtees 34 49 56 6 8 Oe ec 
Second ary gi .acecrn cantenw hte o onsen > astnitede ytemoaeaae ie aast 15,053 18,291 26,518 26,924 25,631 27,667 14,018 
Imports: Metal’. 225 chase yo ee ate one ae eae 70,103 
Concentratesncae tage: ch Laseteh abies chee 500 
Distribwtion spss sivas ete) Mates Sate ears fas ee at ea 84,533 
Domestic consumption ey. 210. sh cs ae s.o% ieietonts ebay « le 82,428 
Export and sreexports.°: s.0e-f3ueh ae eae paste eee 2,105 
Consumption of tin in tin plate and terneplate............ 38,094 
Percentage to total domestic consumption.............. 46.2 


124,810 140,873 26,753 11,919 13,338 5,896 
3,000 28,670 29,101 25,886 36,537 15,086 
99,818 135,789 86,095 81,836 90,352 47,049 
97,154 134,695 85,687 80,066 89,509 46,636 
2,664 1,094 408 1,770 843 413 
40,187 46,900 29,404 22,643 26,337 14,060 
41.4 34.8 34.3 28.3 29.4 30.1 


Includes tin in process and scrap; for 1943-45 includes also tin in anodes, powder, and other unalloyed metal. 


n.a.Data not available 


Table 2: Production of Tin Plate! 


Source: American Iron and Steel Institute 


Short Tons 
Period Berea Beeeuce Total 

OST By) craic heal inienraustennee essa 2°869,983 «lie aia te 2,869,983 

cay cp 2s isl oe ine ee a. aU eae PT2O 5060} Gta e 1,729,506 

NOS Oty csi Rhee ons, « Wettee she: sackets 26ST LTS? | eens 2,687,173 

TOO SPOR cies Skew kes ees. Be eet 2138, 58 bali casio 2,738,581 

RAL ste ke tale na repete ten ecsys sRetohs oi $,609:399 0h) oc cone 3,509,399 
co aN gad sacra Mn Magli 2,644,563 82,426 | 2,727,079' 

VO4S 228s a ciate Ses See eee 1,830,138 829,823 | 2,159,961 

HOGA TANUAT Ys «ya <classiacieepsusinys 119,484 39,178 158,662 

February. 5 ssocc2 ssa sees 131,694 45,466 177,160 

Marcheast sient eee 148,983 53,980 202,963 

Boral sarecsrara cers ste cigs 140,318 62,140 202,458 

MSY.oce ech 6 poe pt eeinae 166,808 67,445 234,253 

June see’: Ace ee 176,072 65,475 241,547 

DUA 5 asec» says S stessrsqanst vols 195,628 59,665 255,293 

Mngustee, oS AA Ay. 197,675 51,508 | 249,183 

September peer sine eaten 185,927 50,129 236,056 

October oeusicn oa hes Ce 185,766 47,251 233,017 

November, 3.6. ernst 178,416 53,921 232,337 

December’... .osis ct «cease 165,545 58,567 224,112 
Total faeces Lobe oe 1,992,435a| 634,780a| 2,627,215a 

VOSS) Januaryinnteac se oe ca 177,143 71,206 248,349 

February: Sveawe. seiscaeeh 160,012 63,225 223,237 

Mastic, oe ee 170,641 74,303 | 244,944 

1 eee 152,269 | 63,894 | 216,163 

MBYa.c ctins Cotte ce eee 186,041 79,500 265,541 

PUM KESE Ae le Gerdite cranes 181,242 82,710 263,952 

DULY: cy are oxcheremeesicisiteeiay se 188,560 79,973 268,533 

AURUSEs cc cctle tae Settee: 168,200 72,849 241,049 

September’... want ee 158,899 71,811 230,710 

Octobetite ke acttoccaeees 145,967 80,877 226,844 

November.............-.| 142,357 67,368 209,725 

December. 0s tet em 134,949 59,729 194,678 

Total oo. cos ee 1,966,280 867,445 | 2,833,725 

1946 January-February........| 152,749 69,871 222,620 


1Includes terneplate 
aRevised annu totals for 1944 are not the sum of the monthly totals 


Production Administration, has been formally re- 
jected. 

Scarcities of tin plate began when the Japanese cut 
off tin supplies from the Far East early in 1942. In 


Table 3: Tin Conservation Statistics 
Source: 


The Canner 


Tin Applied 


Tin Applied 
on Tin-mill . 


on Tin-mill 


Tin-mill 
Products 
(Tons) 


Cumulative 
Tin Savings 


Products (Long Tore) cna) 


(Lbs. Box!) 


1940 3st eae a oer 3,269,966 40,1894 LiSl peer 
DOAN 5 5 Re itedeoie 4,351,597 46,650a 1.14 6,829 
DT Cane oe 3,333,633 29,404 .94 18,396 
T0435 re wowee ae re 2,690,108 22,643 .90 28,814 
944. o Metiae setosies 3,318,621 26,337 85 43,263 
19462.) ) eee eee 3,653,600 27,400 80 60,766 

1Pounds per base box, latter running about 100 pounds 

2Estimated 

aThese 


figures differ slightly from government figures recently released by the 
CPA for 1940 and 1941 (see ‘Table 1) 1) 


this emergency the electrolytic tin-plate process was 
developed, which cut the use of tin at least 60% 
as compared with the customary hot-dipped method. 
Limited utilization was also made of other types of 
plate. Thus, the necessary requirements for tin plate 
were met without exhaustion of pig-tin stocks, which, 
nevertheless, dwindled considerably before the end of 
the war. Since then, however, tin-plate production 
has been adversely affected by shortages of steel re- 
sulting from strikes. 

The decline in the production of tin plate which was 
considerable in the last four months of 1945 may have 
been partly seasonal. But the lows attained since the 
beginning of 1946 are undoubtedly far below normal 
and reflect a tight situation that is likely to persist 
for many months to come. Although figures for the 
first quarter are not yet available, the trend in pro- 
duction usually parallels that of steel ingots. The 
downward curve in tin-plate output began in August, 
1945.2 Production declined in each succeeding month 
until the end of the year. That of steel ingots followed 
a similar but less-pronounced trend. But from the 


Electrolytic tin Sisal may be substituted for hot-dipped tin plate 
for most p 
*See Table 2. 
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middle of January, 1946, until the latter part of Feb- 
ruary, steel ingot production declined from about 80% 
of capacity, to between 5% and 6%, and for about a 
month afterwards levels at more than 80% were 
maintained. After the coal strike began, production 
gradually dropped to less than 75% of capacity. 

Tin-plate production was probably greatly reduced 
during the steel strike and will no doubt not be made 
up until the coal strike is ended. This may severely 
hamper the program for feeding the starving countries 
of Europe and elsewhere, as well as interfere with our 
own food supply by reducing canning operations be- 
low the desired capacity. Protraction of the coal strike 
might bring the manufacture of tin plate to a complete 
standstill. 


Gorpvon K. Bett, JR. 
Division of Business Economics 


Prices Affect Cotton Goods 
Output 


HORTAGES of cotton textiles are not easing as 
anticipated, despite the increase in yarn and 
fabric ceilings granted March 9 by the OPA. Mills are 
not reacting with the increased production expected 
by the textile-hungry consumers. 

A large part of the expenditures of the cotton manu- 
facturer is for raw cotton. Unless the price of cotton 
goods compensates for the rise in price of raw cotton, 
profit margins may disappear. Manufacturers claim 
that, along with the OPA increases, production costs, 
including raw cotton costs, have also risen and that 
goods still cannot be manufactured at a profit. 

Mills are reluctant to boost production until they 
understand the relationship between finished goods 
ceiling prices and cotton costs. The present price of 
raw cotton is about 28 cents a pound, but the recent 
ceiling increases of 5% to 10% were based on a price 
of 26.4 cents a pound for raw cotton. Manufacturers 
do not consider this adjustment sufficient to bring 
an equivalent return. (See chart.) 


THE PACE BILL 


The Pace-Russell measure, designed to raise the 
parity price of raw cotton above 30 cents a pound, has 
brought strong reactions from cotton growers and 
manufacturers. The bill, as introduced in the House, 
would increase the parity price of raw cotton more 
than 30%, to include farm labor costs. Parity is cal- 
culated on 1909-1914 as a base, so that farmers’ prices 


should afford the same purchasing power in relation to 
farm costs as in the base period. This higher price 
would be combined with the continuation of the 
loan program, which permits loans up to 9244% of 


Cotton Prices 
Source: Textile Economics Bureau 
Cents per Pound 


an 
Pe | aay 
COTTON YARN 


(COMBED 36/1's) 


—| 
RAW COTTON 


(10-MARKET AVERAGE) 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


: ee 


1929 1933 1937 194) 1945 1944 1945 1946 


parity for cotton. Adoption of the Pace bill would 
raise the cost of raw material to the textile manufac- 
turer and would offset the profit margin provided by 
the latest OPA ceiling revision. 


LOW-COST CLOTHING DRIVE 


A 5% increase in price ceilings of cotton yarn 
needed for low and moderately priced garments, was 
put into effect April 22 by the OPA and the CPA. 
Yarn manufacturers will be compelled to set aside 
specific amounts of yarn to insure supplies to the 
most important users. This restoration of wartime 
controls seeks to check the 13% decrease of yarn 
output during the past year. Beginning May 1, spin- 
dles producing more than 20% of the country’s cotton 
yarn will be frozen for essential production. These 
regulations are designed to increase the supply of 
essential low-cost clothing by 50%. This new drive 
may be hampered considerably, however, if the pres- 
ent coal strike continues. Unless the mine situation 
clears soon, many leading manufacturers fear they will 
be forced to shut down. 

Cotton mills consumed 803,937 bales of raw cotton 
during March. This represents an increase of 8% over 
February, the lowest consumption record for that 
month since 1940. March, 1946, was 6% below March, 
1945. The failure to recover measurably from the Feb- 
bruary low point, in spite of the ceiling adjustment. 
may be attributed to the present controversy over 
raw-cotton prices. 


Enw V. Horowitz 
Division of Business Economics 
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Postwar Shipping 
Prospects 


SSENTIAL American foreign trade routes totaled 
thirty in 1945,1 a number that will increase to 
thirty-four if the suggestion of the subcommittee of 
the Maritime Commission is accepted. The new 
routes will largely be made by rearrangement. Plying 
all routes are 395 vessels of 3.8 million dead-weight 
tons, which compares with 330 vessels of 2 million 
dead-weight tons for an average prewar year.” Capa- 
cious cargo and passenger vessels, averaging close to 
6,000 dead-weight tons are involved, with heavy use 
of C-3’s and C-2’s which average close to 10,000 dead- 
weight tons. 

The proposed revision in routes includes new berths 
in North Africa and Hamburg. (See Table 2.) Under 
the proposed plan, our capacity to carry foreign trade 
on all routes should be double prewar levels on a ton- 
nage and speed basis. 

Adoption of the subcommittee’s report would large- 
ly determine the composition of our trade routes. 
Shipping companies may, of course, increase the 
number of ships on essential routes, but only ships on 


1 ssential routes, under the 1936 Shipping Act, are “necessary for 
the national defense and development of [our] foreign and domestic 
commerce.” 

21985-1939. 


Table 1: Shipping Earnings in Foreign Commerce 
Source: Department of Commerce 


Gross Shipping 


Net Shipping 
Receipts i 
(Millions of Dollars) 


Receipts! 
(Millions se Dollars) 


Active U. S. Ships in 
Foreign Commerce 


Year 
United Other United Other Million 
States | Countries| States | Countries | Number |Gross Tons 
1929..... 351 2,350c AY, | 780e 688 4.1 
1987 —. 54 189 2,610c 63 870e 426 2.7 


1Gross less port receipts: 


Table 2: Proposed Changes in Essential Foreign 
Trade Routes! 


Source: Maritime Commission 


Routes Added Ports or Areas Deleted Ports or Areas 
Met eee OMe A re ake ae eae, Bremen, Rotterdam 
Gono Rice iaitegarceais|| aim Gaerne Portugal 
QOA? 255... MG leks | Stes ee Eire 
SOBAS Gia deka and Havre-Hamburg Baltic 
BOs ca ncremesautamus Casablanca, Tangiers |  _—............. 
AREA OR eel? ee ee. Cee Bermuda 
1D) ined Ne ee Caine | ee ee Bermuda 
1. auceratt plo wet it olin bl MM datas 6 eames Paraguay* 
BO csr aes Sec Oe ees ba eave Paraguay* 
| EOE en on nae., aamecr Paraguay* 
oP PEELS Bea (ie Fee SOR cK Ceylon-Burma 


_ Route 23 deleted—not considered a direct essential route. Route 15 term- 

inology was revised _ 
*Some routes were split up, thus ii ing total number 

. *Asuncion is an up-river terminus. It will now receive goods transhipped from 
uenos Aires 


Table 3: Wartime Construction of Merchant 
Ships Now in Service 
Source: American Bureau of Shipping 

Dead- 
Type Number be 
(000’s) 
Liberty—Cargo-EC2-S-C1.. 2.0... ccc eee 2,580 | 27,418 
—Aircraft transport-ZEC2-S-C5........... 36 348 
—Collier-EC2-S-AW1.................00. 24 264 
—Tank carrier-ZEC2-S-C2............... 8 79 
British emergency cargo ship.................... 60 634 
C1-M-AV1- and C1-M-AV8—Cargo.............. 209 | 1,053 
CISME-AV6—Oargo: 5. S58 los wok ter one eens 1 5 
N3-S-Al and N3-S-A2—Coastal cargo!........... 95 266 
R1-M-AV3—Refrigerated cargo................. 17 73 
C1-A—Cargo, Diesel drive.............-.200000 46 334 
—Cargo, Turbine drive.................... 19 140 
C1-B—Cargo, Diesel drive...................... 10 90 
—Cargo, Turbine drive.................... 85 766 
C1-MT-BUI—Lumber.................-.-0-0+- 1 4 
C2—Cargo, Diesel drive... 0. ccc cs. deeeee vet ee 22 199 
—Cargo, Turbine drive...................... 234 | 2,983 
—Cargo—Refrigerated-R2-S-BV1............. 6 42 
C8—Cargo, Diesel drive.............2--.000220 4 48 
—Cargo, Transport, turbine drive............. 119 | 1,434 
C4 Corgtg so 5.4 dh ce aoe eee ee oe 6 91 
C4—Transportis, 0.5... 022%, eee PP Gr Soe 59 410 
Cargo—Waterman type..............0.ceee eee Q7 291 
= Rxport fypessc2.c eater ene 25 217 
—Seas Shipping Company type............ 6 60 
—Refrigerated, United Fruit Company...... 5 32 
—Private interests; ssc. 5. .taiue pane timer 7 82 
—Coastal, private interests................ 1 4 
Bulk Cargo C5-S-AX1—Bethlehem Steel Corp... . 1|° 24 
Ore Carriers—Great Lakes...................-. 21 334 
Cargo—Victory type, VC2-S-AP2................ 272 | 2,899 
—Victory type, VC2-S-AP3................ 141 | 1,504 
—Victory type, VC2-M-AP4.............. 1 10 
Cargo transport—Victory type VC2-S-AP5....... 117 569 


Passenger—S.S. America...........00-.0eee0eees 


1 
Passenger-Cargo—Panama R. R. Company....... 3 20 
—Mississippi Ship Company...... 6 48 
Sa oN SS ag etre 3 20 
—C3, Diesel drive............... 4 40 
—C3, Turbine drive............. 14 121 
Transport-—Cl-S-A.Vil. aadec neti ctacts ote nies = 13 33 
—P 1 Oe-Le- ean e an ee nee 2 4 
—=CS-SI-AS, eS ES es 2 14 
—P2, Turbine drive...........0.20000- ll 109 
—P2, Turbo-electric-drive.............. 8 719 
—S4-SE2-BD1, Twin screw............ 32 96 
Transport-Cargo—S4-SE2-BEl, Twin screw....... $2 89 
Tanker—Twin screw, T3-S2-Al and AS........... 30 549 
—— T-BALL: s.-war tls as asc <n tee 481 | 7,950 
—T2-SE-A and T2-SE-AS................ 44 722 
aD O SSA Te, tet ek tees Sie es See 21 343 
—Socony-Vacuum type................-- 11 177 
TSS BEL cece chic ss ae pee eee 3 55 
—TS-S-BZ1! A ee ee a eee 4 92 
——DS-M-A ZY in sida 2a dee bye ad 1 18 
—Liberty type, Z-ET1-S-C3.............. 62 655 
—Coastal, T1-M-BT1 and T1-M-BT?..... 24 96 
Tanker—Private interests..................0000: 65 993 
Private interests}i.19,.2..4 So Poo. de ll 181 
—PrIVALe InPEReStS yao eae: <> cists ae 7 123 
—Private interests, Shallow draft.......... 10 59 
—Private interests, Coastal............... 1 3 
Total ..os.2.345 bhadis dee tei dit eed eee ae ae 5,171 | 54,662 


MIncludes 95jN3-S-Alland N3-S-A@ coastal cargo ships under 2,000 gross tons each. 


essential runs are qualified to obtain operation-differ- 
ential subsidies to meet foreign competition. 
Expansion of our active fleet in foreign trade over 
the prewar level as now envisaged is moderate in view 
of our present possession of about 5,000 ocean-going 
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Number of Sailings by American Flag Ships on 
Essential Routes in 1938 and Proposed Schedule! 
Source: Maritime Commission 
Yearly Sailings 


1938 ACTUAL POSTWAR YEARLY MAXIMUM 


534 


LATIN EUROPE 
AMERICA 


1Proposed by Maritime Commission subcommittee. An essential route is so 
designated by the Shipping Act of 1936. 


‘AR EAST 
(INCLUDES NEAR EAST) 


vessels, and would not provide work for anywhere 
near that number of ships (see Table 3). Some of 
these extra ships are now carrying UNRRA food and 
other merchandise, and return to port without a pay 
load. 

Assuming no drastic change in postwar rates, and 
the expected volume of traffic, our net receipts from 
foreign trade shipping services in the next few years 
should average about $200 million annually, compared 
with $63 million in 1937.1 This increase would not 
appreciably affect shipping earnings of other non-Axis 
countries.? 

Shipping rates are set by hundreds of conferences, 
in over one hundred of which sit American shipping 
interests. The deletion of Hamburg-American, Lloyd 
and other Axis members*® from many of these confer- 


"Exclusive of port charges. 

*United Kingdom net shipping receipts averaged 203 million pounds 
sterling yearly in 1936-1938. 
_ ‘Especially conferences involving Atlantic runs. Conferences 
involving American participation are subject to Maritime Com- 
mission approval. 


Table 4: Ships Employed by Subsidized 
Companies 
Source: Maritime Commission 


Number of 
Subsidized 


: ube 
Companies Employed 


WEE cas at fo ce eee oy cs 16 152a 

TOOLS. wees tk Pe. 13 164a 

OS ee ee eee 12 224 

1, Se ea eee aes 12 247 
al2 companies 


Table5: Voyages Made by Ships in Foreign Trades 


Source: Maritime Commission 


Voyages 1939 1940 1941 


798 736 716 
19 89 197 


Under subsidy.............. 
Not under subsidy.......... 


ences should strengthen the rate-setting role played 
by our shipping companies. Since rates are filed with 
the Maritime Commission, are subject to change and 
are linked in practice with rates set by foreign con- 
ferences, rates for similar cargoes and distances are 
generally on a level throughout the world. One im- 
portant exception is where the deferred rebate sys- 
tem is in effect.t 

Present freight rates are judged by conference and 
individual shipping sources to be 30% above rates in 
effect just before the war, and to be about equal to 
total rates plus the 30% surcharges in effect during 
the war. These are over-all averages. Surcharges 
were allowed to offset the added wartime cost of crew 
bonuses, war-risk insurance and the extra length of 
voyages. The surcharge system was suspended in 
January, 1946. 

SHIP SALES 

Despite uncertainties as to postwar cargo and pas- 
senger possibilities, and a present seagoing fleet of 
some 5,000 ships, a considerable amount of contract- 
ing for heavy vessels has been reported during the 
past several months. Ships building or under contract 
for domestic private owners in January totaled sixty- 
nine.2 Of these, fifty-six ships, including the largest 
types, were subsidized vessels and were directly con- 
tracted for by the Maritime Commission for transfer 
to private shipping interests upon completion. 

These are only a few of the ships which will come 
under private operation this year or in the early future. 
Under the terms of the ship disposal bill, about 5,000 
prewar and war-built merchant ships will be available 
for sale to American and foreign shipowners. The war- 
built ships cost $17 billion. It is doubtful whether 
many of these will be purchased before the December, 
1947, deadline, and chartering may be somewhat lim- 
ited in favor of foreign-flag ships. 

Although companies subsidized in the highly com- 
petitive foreign-trade field used chartered ships spar- 
ingly until the approach of the war, the role of char- 
tered ships is important in peacetime trade. Char- 
tered ships increased during 1940 and 1941 because 
the war made it essential that we obtain cargoes. At 
the same time vessels not operating under subsidized 
agreements made more voyages. 

On the basis of past records of peacetime opera- 
tions, merchant ships in foreign service will be largely 
owned by subsidized companies. Subsidies by our 
government will continue to be of major importance 
to balance the great spread between United States 
and foreign costs. 

Dry-cargo merchant ships in all line services and 
trades will be much faster than before the war, and 
will be generally equipped with more powerful engines 


1Deferred rebates are rebates paid by British shipping conferees to 
shippers for sending all their goods by vessels owned by those conferees. 

2Over 1,000 gross tons each 

*The Maritime Commission is contemplating contracts for the 
construction of several’ fast passenger ships. 
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and with radar devices which permit top speed in all 
weather conditions. Runs will be faster and should 
take on the average three fourths as long as in prewar 
days. Various other factors are expected to lower 
turn-around time. Many of these improvements will 
raise operating costs, and port handling charges at 
home may be higher. For these reasons, the industry 
does not anticipate lower rates, at least for some time. 


THroporE WHITMAN 
Division of Business Economics 


Changes in Postwar 
Lighting 


RODUCTION and shipments of lighting equip- 

ment for civilian use were retarded during the 
war, but have increased sharply since V-J day. The 
lighting market on an annual basis is placed at $500 
million, compared with $400 million in 1942. 

Fluorescent lighting has made rapid progress since 
its introduction in 1938, but its normal growth was 
curtailed by war emergency needs. Most installations 
were in industrial plants. During the year 1942-1943, 
use of fluorescent lighting increased at the annual rate 
of 20%. During the short period in which fluorescent 
lighting has been marketed, it has progressed to a 
point where it provides about 18% of all illumination. 
A recent trade estimate places the rise in sales of in- 
candescent lighting from 1946 through 1949 at 13%, 
while during the same period fluorescent lighting is 
expected to increase 250%.? This greater rate of 
increase in the use of fluorescent equipment does not 
indicate anything even closely approaching obsoles- 
cence of incandescent lighting. 

Fluorescent lighting has not made serious inroads 
into the incandescent market, despite’ its advantages 
for many uses and saving in electric current costs. 
The chief drawbacks have been substantially higher 
fixture costs, rewiring in some instances, and inability 
to substitute different wattage lamps in a given fix- 
ture as circumstances may alter light requirements. 
Higher wattages require longer tubes and different 
ballast units. The industry does not contemplate a 
future time when fluorescent lighting will reduce the 
use of incandescent lighting to a negligible quantity. 

The primary difference in the two types of lighting 
is that fluorescent is tubular and operates with mini- 
mum shadows, high diffusion, and a near approach to 
daylight, with little heat radiation, while incandescent 
is a point of concentrated light, which for spot light- 
ing has no equal. 


Pape, Electric Corporation 
Domestic Commerce, February, 1946. 


May, 1946 
Shipments of Lamps 
Source: Civilian Production Administration and War Production 
oard 


Thousands of Dollars 


La 
Fluorescent Toeapdmen 

1943 Quarters 
i 4,383 19,875 
5,588 19,263 
4,091 17,747 
4,816 27,130 
18,878 84,015 
6,720 25,824 
3,384 20,890 
3,618 20,249 
n.a. n.a 
TTODATA ic ogee ceGine ba eee 13,722 66,963 

1945 Quarters 
First anes 5,501 27,820 
Second ; 4,524 22,315 
Third % 4,175 17,802 
Fourth —_ 6,339 21,524 
NL OCA B rcsb cruel, aceite see eae 20,539 89,461 


Note: Large incandescent: usual household and commercial type, not including 
miniature incandescent bulbs for sockets smailer than standard. Shipments to whole- 
wlers.< mh age & retailers and other outlets but not including military and export 
agence! 

n.d. ‘Not available 


During the war, transition to fluorescent lighting 
was mostly in the war industries. The commercial 
field is thus two years behind in its general accept- 
ance of fluorescent lighting. In the beginning, fluo- 
rescent fixtures were not designed especially for do- 
mestic uses, and their contribution to household light- 
ing has been mostly in bathrooms and kitchens. 
Rapid postwar strides are expected in fluorescent com- 
mercial lighting, with industrial next and residential 
far behind. New fixture designs, mass-produced to 
sell at considerably lower prices, will be necessary be- 
fore sizable residential acceptance materializes. 

Data on quarterly shipments of both types of lamps 
in recent years show irregular comparisons which are 
not apparent on an annual basis. (See table.) Ship- 
ments of fluorescent lamps during 1943 were 22.5% 
of the value of incandescent shipments, 20.5% during 
the first three quarters of 1944, and 23% in 1945. 

Estimates of building activity for 1946 are 21% 
above the figures for 1939. Assuming a proportional 
rise in the demand for lighting equipment, the value 
of fixtures marketed should total about $93 million. 
After adding deferred replacements, the total may 
reach $100 million.1 In view of the rapid gains during 
its infancy, definite quality advantages for several 
lighting purposes, and lower electric current costs for 
some types, especially exposed tubes, fluorescent light- 
ing is expected to play an important part in satisfy- 
ing the expanded demand for lighting. 


Haro.p W. Sasse 


Division of Business Economics 
1Domestic Commerce, February, 1946. 


Selected Business Indicators 


(Annual Statistics Appear in “The Economic Almanac 1945-46,” Page 156) 


Item 


Industrial Production 
Mr al CE ERB NOS) cen narcts atelectasis fe 
Manufacturing (FRB) (S)........ 
Durable goods (FRB) (S)....... 
IVT ie Ae RN DE oN |S 
[DIG ALON: <:3.5.s aeieteegte eee 
Copper (refined).............- 
ead “refined) fhoc.s see oo 
Zanea(slab) cmeisch et. ahs 
Glass containers.............. 


Machinery (FRB)............ 
Transportation equip. (FRB). . 
Automobiles): . titi sae 


WGLEON: 322 Boned eae cbs Hayass Hale = 


Rayon yarn. ca: sans ee ee 
Food prod., mfd. (FRB) (S).... 
Chemicals (FRB) (S)......... 
Newsprint, North American... 
ADEE: Goce ceteris’ lo sidtada ace + 
PECEDOALG <td teys.49 de ores sare 
Boots and shoes*............ 4 
Cigarettes (small)?............ 
Mining (ERB)(S). 0s. -16. 0. ees 
Bituminous coal.............. 
PANE BTACILG, 2254 25.2.) no: sce 
Crude petroleum!............. 
Hlectric. power®. .< . 3.6006 .05- 000 
SR GRMIEMCHIONS 2 > bos suo cede sue s sis, 0,5 
Heavy engineering—Public’........ 
Heavy engineering—Private’....... 
Distribution and Trade 
Carloadings, total®................ 
loadings, miscellaneous®......... 
Retail trade (NICB) (S)........... 
Department store sales (S)......... 
Variety store sales (S)............. 
Rural retail trade (S).............. 
Grocery chain store sales (S)®....... 
Magazine advertising linage........ 


Commodity Prices 

All commodities (BLS)............ 
Raw materials. 463). Odie deen. 
Semi-manufactured articles....... 
Manufactured products.......... 
AETY PFOGUCES, © 326. ces. oes ee e' 
OUETA, PATS AE oR tSe Poe. are 
Sensitive industrial (NICB)°........ 
Sensitive farm (NICB)®............ 
Retail prices 

Securities 
Total stock prices(Standard & Poor’s) 
dustri: 


De ce rach wxcxte Sustauspae 
Total no. shares traded N.Y.Stock Ex. 
Corporate bond yields (Moody’s). . . 

Financial Indicators 
Bank debits, outside New York City’ 
New capital corporate issues........ 
Refunding issues.................. 
Comm., industrial and agric. loans’. . 
National income payments......... 


Unit 


1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
000 net tons 
000 net tons 
net tons 


000 gross 
million bd. ft. 
000 dollars 
1935-39 = 100 
1935-39 = 100 
units 

1935-39 = 100 
bales 


million pounds 
million pounds}. 


1935-39 = 100 
1935-39 = 100 
short tons 

% of capacity 
% of capacity 
thous. of pairs 
millions 
1935-39 = 100 
000 net tons 
000 net tons 
000 barrels 
million kwh 
000 dollars 
000 dollars 
000 dollars 


thousand cars 
thousand cars 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
1929-31=100 
1935-39 = 100 
thous. of lines 


1926 =100 
1926 =100 
1926 =100 
1926 =100 
1926 = 100 
1926 =100 
1929=100 
1929=100 
1935-39 = 100 


1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
thousands 

per cent 


million dollars 
000 dollars 
000 dollars 
million dollars 
million dollars 


March 


169 
175 
183 
6,535 
4,424 
20,139 
25,336 
71,612 
n.d. 
n.d. 
27,077 
213 
204 
90,045 
168 
803,937 
n.d. 
p 58.5 
pr 156 
236 
430,608 
104.4 
100 

e 45,500 
26,401 
Pp 139 
p 56,800 
p 5,492 
e 4,475 
3,988 
697,593 
34,171 
61,824 


Svs 


SS) S73: 


798.6 
359.8 


n.d. 
p 269 


Bovwssdss 
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43,448 
128,215 
307,415 

7,475 
n.a. 


Money in circulation, end of month.|} million dollars || p 27,873 


= data —— 
first 2 months, 1946 


ae weekly 6 


2Consum) 
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pPreliminary rRe 


1946 


February 


153 
155 
141 
1,393 
1,148 
49,923 
41,643 
r 61,274 
8,987 
1,792 

r 26,949 
r 193 
Tr 207 
47,665 

r 167 
746,594 
56.2 


ms Ges ihe Mer Sen Ths f 


33 

= 
Gai 
2% 
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BG Vvos vss 
© 
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36,212 
47,089 
264,262 
7,368 

p 12,106 
r 27,954 
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January 


Sem Piss is | 
ee 
lee) 
ae] 
wo 


220 
57,775 
161 
811,368 
62.7 
55.7 


= 


235 
427,019 
94.7 

90 
p 40,700 
25,226 
141 
54,075 
4,982 
4,625 
4,054 
357,501 
22,163 
47,493 


° 


a is 


726.5 
316.2 
r 220.0 
228 
177.3 
274.2 
r 221.1 
4,139 


107.1 
118.3 

97. 
102. 
129. 
107. 

95. 
132. 
143. 


OonNFP WOOD 


144.8 
147.5 
164.3 
124.0 
69,182 


2.73 


r 41,977 
131,170 
112,954 

7,272 

r 13,047 

Q7,917 
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ord—average week 


1945 


December 


218 
30,022 
156 
651,784 
48 .3 
50.7 
153 
230 
365,840 
91.0 

85 
34,569 
16,061 
133 
46,798 
3,975 
4,468 
4,056 
330,685 
16,410 
43,093 


699.3 
313.0 
205.1 
216 

163.8 
167.5 
Q11.7 
4,037 


107. 
119. 

97. 
102. 
131. 
108. 

96. 
132. 
143. 
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139. 
142. 
157. 
120. 


~wrewonw 


> 
oe 
oo 
_ 
to 


47,774 
164,293 
337,041 

7,148 

14,272 

98,515 | 


n; cigarette consumption measured by tax-paid withdrawals 
7Engineering News- 

ea change, February, 1945, to February, 1946 

vise: 


March 


25,899 
3Excludes reconstructed government shoes included 


Percentage Change 


February, 
1946, to 
March, 

1946 


+10.5 
+12.9 
+29 

+369. 


4 

for} 

ore 
ooo 


aie 
© . . 
WONT A OH OOH 


| 
ae eee 
ASONSwoOS 


+ 
_ 
= 
ry) 
awwoc 


March, 

1945, to 

March, 
1946 


28. 
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8Grocery and combination chain store sales 
dPercentage change, first 2 months, 1945, to 


1st $ Months, 
1945, to 
1st 3 Months, 


1946 


-81. 
—34. 
—52. 
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—44. 
35. 
—17. 
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Chronicle of Business 


March 


20 Maximum Average Price order eased to speed clothing 
output. Crop acreage in 1946 estimated 3% below 
desired total, with wheat above goal. Price control 
suspended on fifteen commodities, mostly food, and 
on some aircraft and radio equipment. 


21 Prices raised on iron and steel forgings and steam gen- 
erating equipment. 


22 Office of Price Administration orders fixed mark-up on 
wholesalers’ cotton goods to make them share cost 
absorption. 


24 OPA grants price rise on two types of lumber. 


25 Army and Navy Munitions Board reveals plan to study 
industry dispersal, moving of key plants underground 
and stock-piling of critical war materials. OPA allows 
4% rise in ceilings on machinery parts and industrial 
equipment where the percentage of steel costs in sale 
price exceeds 40%. Baruch urges one-year extension 
of price control, ban on strikes, strict wage controls, 
reduction of money supply and deferment of foreign 
loans. 


26 New construction or repairs barred, other than small 
jobs and veterans’ housing, except by special permis- 
sion. General Motors workers begin return to work. 
Civilian Production Administration cuts second-quar- 
ter set-aside of cotton textiles for export and allows 
50% increase in monthly use of natural rubber. 


27 OPA liberalizes cost absorption policy, effective April 1, 
allowing distributors to pass along to consumers most 
price increases granted to individual manufacturers. 
Order does not relate to industry-wide price increases. 
Small declares $2 billion to $2.5 billion cut necessary 
in nonresidential building goals in next twelve months. 


28 Bowles says increased costs of nonferrous metal will be 
met through higher subsidies and will not affect prices. 
(See April 17.) 


29 Department of Agriculture orders cuts in grain for feed- 
ing livestock and for food processing. OPA raises 
Chrysler, Ford, Nash and Hudson retail prices $1 to 
$51. CPA reports United States pig tin allocation in 
first half of 1946 increased sharply to about 1944 level. 


April 
1 Soft-coal miners strike; some steel operations reduced. 


Many retail pork and beef prices raised. OPA allows 
rise of 1.5 cents per pound in brass mill product prices. 


2 CPA revises priorities to channel building materials to 
veterans’ housing. Second-quarter lead allocations cut 
10%. CPA puts 20-day limit on industrial coke inven- 
tories. Set-aside of fabric for low-cost clothing in- 
creased in second quarter. OPA grants price rise to 
makers of washing machines and electric irons. 


3 Railway-labor arbitration boards award 16-cent hourly 
wage rise to 1,220,000 railroad workers. OPA orders 
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higher and uniform cotton futures margins.’ War As- 
sets Administration extends deadline to July 1 for the 
Armed Services to stock-pile strategic materials, min- 
erals and metals. 


4. New York, Chicago and Boston stock exchanges vote 
Saturday summer closings. 


5 Some lumber prices are raised. Ford Motor Co. halts 
production of automobiles until April 10, for lack of 
steel. 


8 Price control suspended on several heavy machinery 
items and many consumer goods. British Ministry 
of Supply raises prices of copper, lead and zinc for 
English consumers. National Wage Stabilization Board 
allows only 10 cents of an 18-cent hourly wage rise 
as basis for price relief in Detroit milk industry. 


9 Petrillo asks major motion picture studios to increase 
minimum number of musicians from 35 to 90 and 
double annual wage. General Electric pay rise ap- 
proved for price relief. 


10 Price ceilings restored on printing services. An addi- 
tional 5% rise granted in prices of construction ma- 
chinery and equipment. 


11 CPA asks voluntary lead rationing by producers and 
smelters. OPA sets prices on four GM automobiles $66 
to $417 above 1943. Department of Agriculture limits 
grain used in liquor. 


12 Electrical workers’ wage rise approved for price relief. 


15 Railroads ask Interstate Commerce Commission for 
freight rate general rise of 25%; less on certain excep- 
tions, including iron and steel. OPA and Department 
of Agriculture announce that controls will soon be 
reimposed on livestock slaughter; Bowles reveals pro- 
gram for dairy product controls. 


16 President signs anti-Petrillo bill. 


17 Small says coal strike now affects reconversion. Ford 
suspends most operations for lack of steel and parts. 
Work clothing prices raised. OPA and Office of Eco- 
nomic Stabilization announce revised copper policy; 
higher costs to be partially met by price adjustments. 


18 Fact-finding board recommends 16-cent hourly pay in- 
crease for railroad engineers and trainmen. 


19 Department of Agriculture cuts flour production and 
food manufacturers’ use of wheat by 25%; wheat in- 
ventories limited to 21 days’ supply. Navy says $30 
million worth of construction equipment will be re- 
turned from the Pacific area. OPA grants 20% price 
rise for machine tools still under its control, and rises 
for screw machine products. 


22 CPA asks voluntary rationing of copper and copper 
products. CPA and OPA reveal plan to raise low-cost 
clothing output by 50%. 
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Survey of Business Practices 


Nonfinancial Incentives for Employees 


ONFINANCIAL incentives contribute materi- 
ally to a high level of employee morale and 
efficiency, according to the majority of business execu- 
tives cooperating in this month’s survey of business 
practices. Some find that the emphasis on wage rates 
and salaries has tended to place these incentives in an 
unduly subordinate position. 

Some difference of opinion exists as to the definition 
of nonfinancial incentives. Partly as a result of this 
fact, the types of incentives listed vary widely, and in 
a few cases include incentives which some executives 
regard as financial. “A  nonfinancial incentive,” 
says one executive, is “any managerial policy 
or procedure, other than on wages or salaries, 
designed at least in part to increase employee 
satisfaction and willingness to work. Included 
in this concept is a large portion of the company’s 
program of industrial relations and personnel adminis- 
tration; for example, regularization of employment, 
promotions from within, improvement of working 
conditions, two-way channels of communication, griev- 
ance adjustment procedures, and welfare facilities.” 

“Another executive is of the opinion that the 
phrase nonfinancial incentive is likely to be somewhat 
misleading. “The connotation that comes to my 
mind,” says this executive, “is some material form 
of benefit that is not directly tied up with the pay 
check, such as cafeterias, lunch rooms, rest rooms, 
and entertainments. Our company has neither had 
the financial resources nor the space which would 
allow us to operate any of these activities, and it is 
questionable, in my mind, whether we would have 
done so had money and space been available.” 


INDIVIDUALITY OF EMPLOYEES 


This same executive observes, however, that “we 
have tried to inculcate in all our supervisory person- 
nel the realization that every single employee on our 
payroll is a human being with the same types of hopes 
and aspirations and problems that they have.” This 
activity is regarded by many executives as the most 
important and successful type of nonfinancial incen- 
tive. Thus, the head of a leading building materials 
company comments: 

“The great difficulty with the factory system and 
with mass production lies in the fact that it is diffi- 
cult to avoid dealing with employees in the mass 
rather than as individuals. The cramping of individu- 
ality and the lack of opportunity for self-expression 


with the development of the factory system is, in my 
judgment, the fundamental cause for the growth of 
trade unionism .and the search for something better 
through such experiments as socialism and commun- 
ism... . To my mind, the best, and in fact the only 
worth-while, nonfinancial incentives are those which 
emphasize to employees that their boss knows them 
as individuals and recognizes their individual prob- 
lems and achievements.” 


LEADERSHIP 


Strong and enlightened leadership, and job security 
are often cited as “definitely stronger forces than 
money which motivate workers in their work rela- 
tionships with their employers.” Many comments 
along these lines are to be found in the excerpts of 
replies given on pages 204 to 208. Typical of these 
comments is the following from an executive in a food 
company: “It has been proved by a host of experi- 
ences over the years that one of the most important 
influences in the productivity and morale of the indi- 
vidual employee is his mental attitude toward his 
boss.” According to another food executive, “non- 
financial incentives depend almost entirely on leader- 
ship. The manager or superintendent of a unit defi- 
nitely determines the working efficiency of employees 
under him. Recognizing that nonfinancial incentives 
depend so much on leadership, we have given close 
attention to the training of supervisors and are now 
developing improved training courses.” 

Another aspect of these same principles is the rec- 
ognition afforded the employee for work well done. 
It has been suggested, for example, that records of 
accomplishments of employees should be incorporated 
in personnel files. In some instances, special awards 
are made and publicity through the ‘house organ 
given to these accomplishments. Personal contact 
with employees is also frequently stressed. When an 
electrical equipment manufacturer is faced with a 
difficult production problem requiring overtime and 
extra effort, his “usual course of action includes a per- 
sonal trip to the key men in the various shop sections. 
To each of these men I tell the story of the job, why 
it is urgently needed, what results will be obtained if 
we are successful, and what it will mean to the com- 
pany if we meet the date. Most workmen will re- 
spond to such appeals. The various types of printed 
incentive literature mailed to homes of employees 
seem to lack selling power.” 
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Pride in the organization in which they work is 
cited as another powerful nonfinancial incentive. “It 
involves building into a business,” according to a 
machine-tool manufacturer, “a certain tradition to 
which employees can point with pride. It involves 
first-class merchandise for the price; it involves stand- 
ards of quality that are strictly adhered to; it in- 
volves good working conditions; and it also involves 
the public and social attitude of the top management. 
It is nothing which you can sell to the employees; it 
is a thing which must be approached from the oblique 
angle and is absorbed and built into the employees 
rather than sold to them directly.” 


OPPORTUNITY FOR ADVANCEMENT 


A railroad equipment manufacturer believes that 
the “greatest positive employee incentive in private 
enterprise is the recognized right of every employee 
to improve his employment status and to forge ahead 
to supervisory, official, and executive positions on the 
basis of demonstrated ability and hard work.” An 
appeal to the employee’s desire to excel at his work 
and to progress in the organization has also been 
found to be very successful. Thus a paper manufac- 
turer has found that the “most successful type of non- 
financial incentive is the establishment and use of 
standards and measures of employee progress and pro- 
ductivity. Employees want to know what their goals 
are, how they are progressing toward them, and what 
they can do to make better progress. The program 
involved is primarily one of training in supervision 
and leadership and of providing the supervisor with 
such tools as budgets, production standards, cost ac- 
counting, job specifications and merit-rating plans.” 

Good working conditions and equipment are cited 
by many executives as the most important nonfinan- 
cial incentives. Other incentives which are mentioned 
in the excerpts of replies beginning on page 204 include 
various recreational and social activities, pensions or 
retirement plans, work stabilization, vacations with 
pay, accident prevention programs, satisfactory in- 
plant feeding facilities, profit sharing, credit unions, 
effective house organs, employee suggestion plans, 
active interest in employees’ families, liberal disciplin- 
ary policy, pay by company during illness, medical 
facilities, stock purchase plan, legal aid, long-service 
awards, effective induction and orientation programs, 
convenient working hours, intelligent job evaluation, 
and educational programs. Not all these incentives, it 
should be noted, are generally regarded as nonfinan- 
cial, and such incentives as vacations with pay are 
frequently considered to be financial. 

Furnishing employees with detailed information 
about the company and about each employee’s par- 
ticular job is widely endorsed by executives and has 
generally been found to be of great assistance in build- 
ing esprit de corps. Thus a steel producer reports: “It 


is my personal feeling that the employee should be 
given all possible information about his job and his 
company, starting with minor details on up to more 
important matters. We do a splendid job of giving 
the employee information of minor character, but we 
do not give the employee the amount of information 
regarding current operating facts that we should. For 
example, I think every employee should know when 
we receive a large order. He should be made to realize 
that his efforts on the job will help us to continue 
receiving such orders and to retain our present cus- 
tomers. There is considerable day-to-day spot news 
with which the employee should be supplied. Such 
information has a definite psychological value, builds 
higher morale, and indirectly has a bearing upon the 
employee’s application to his work. Very few com- 
panies have a sound program of imparting such in- 
formation to employees. Those that do have found it 
well worth their while.” 

A number of other manufacturers in favor of giving 
more detailed information to employees feel that their 
companies are not supplying sufficient information, 
and one executive reports that a new department is 
being established for the sole purpose of keeping em- 
ployees more fully advised of management’s activities 
and problems. 

Some executives, however, report little success ea 
their programs of keeping employees informed. Thus, 
a textile manufacturer reports: “We tried sending an- 
nual reports to each employee at his home, the reports 
being written in simple language but being exactly 
the same as sent to stockholders. On careful check, 
we found practically none of the employees reads the 
reports, so now we inform them that they can ob- 
tain reports by applying at the employment office. 
Their lack of interest may be caused by the fact that 
the reports are published in full detail in the local 
papers, but we think in general that they are not in- 
terested in this kind of information.” This manufac- 
turer is among those who believe that “close personal 
contact from the top management down is the most 
satisfactory way of keeping up worker morale.” An- 
other executive believes that “an employee would 
only become confused by giving him anything beyond 
all that it is necessary for him to know in fulfilling 
his own job and its relation to the productive scheme 
of the enterprise.” 


FOR WELL-ROUNDED PROGRAM 


As is often pointed out by executives, no one single 
nonfinancial incentive can be expected to result auto- 
matically in high levels of morale and efficiency, and 
that a balanced program including the proper atten- 
tion to financial incentives should be the objective. 
A textile manufacturer observes that “we have spent 
a great deal of time in raising wage rates and salaries 
and have gone completely away from a scientific 
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study of human relations. It is my conviction that in 
the next several years we will have to devote at least 
75% of our employer-employee relations activity to 
this subject. Among our problems is the development 
of a technique of talking to our people. We can talk 
to ourselves very well but we usually talk over the 
heads of our people.” It is also noted that manage- 
ment’s problems in connection with nonfinancial in- 
centives are different for a small concern than for a 
large one. Obviously, personal contact can be more 
readily effected in the small concern. Variations in 
programs may also be necessary in different communi- 
ties and localities. 

In contrast with the majority viewpoint, some ex- 
ecutives regard nonfinancial incentives as of little 
value, while a few also believe that employees have 
little interest in them. As one manufacturer puts it: 
“The take-home pay is the one thing that interests the 
average employee.” A machine-tool manufacturer re- 
ports: “Our company has always been of the opinion 
that monetary reward is the most satisfactory incen- 
tive and has consequently been very careful in offer- 
ing nonfinancial incentives.” Similarly, an automotive 
equipment company reports that it “has never gone 
in for a large program of nonfinancial incentives, be- 
lieving that if the basic conditions are not to the em- 
ployees’ liking the effort and money spent are largely 
wasted and regarded by them as a kind of bribe.” 


ATTITUDE OF UNION AGENTS 


A marked difference of opinion is to be noted among 
executives in their appraisal of the attitude of busi- 
ness agents and other union representatives toward 
organized programs of nonfinancial incentives. More 
executives, however, feel that business agents and 
other union representatives are opposed or at least 
very unenthusiastic about such programs. Some ex- 
ecutives state that they are unable to appraise the 
attitude of business agents. 

A fairly typical comment of those who believe that 
union representatives are not opposed to nonfinancial 
incentives is as follows: “I have no reason to believe 
that business agents or other union representatives 
would resist or have resisted such programs except 
in possible instances where management of a company 
may be attempting to substitute such a program for 
adequate wage rates and other benefits in conform- 
ance to the pattern of their industry.” Some execu- 
tives contend that the programs are endorsed if the 
union representatives can share in the credit for or- 
ganizing them or have a hand in administering them. 

On the other hand, a machine-tool manufacturer 
thinks that “there is a constant conflict between busi- 
ness agents and union representatives and industry in 
endeavoring to build up this very thought—pride in 
membership. Many of the business agents, in fact I 
would say probably the majority, confine almost their 


entire endeavor to tearing down the pride which the 
employee has in the place where he works.” It is inter- 
esting to note that an executive of a leading food con- 
cern in replying to this question of the attitude of 
business agents and other union representatives feels 
that the answer “to this question is contained in the 
Golden-Ruttenberg book entitled ‘The Dynamics of 
Industrial Democracy’ in which we find: ‘the dy- 
namic quality, the militancy, and the crusading spirit 
of the labor movement, especially of CIO in the last 
decade, were nurtured by the failure of management 
to satisfy the noneconomic needs of the workers.’ ” 
Some reluctance to undertake programs of non- 
financial incentives is attributed to “the type of 
leadership of the unions in our organization in recent 
years.” “We have given thought to such activity,” 
reports a lumber manufacturer, “but. have hesitated 
to make the move because of the suspicious attitude 
of union leadership.” Some executives also contend 
that there has been a noticeable decline in employee 
interest in the company after being unionized. 


ATTITUDE OF EMPLOYEES 


The great majority of employees are reported as 
wholeheartedly in favor of nonfinancial incentives and 
seldom believe that such incentives are a clever ruse 
used by management to “chisel.” However, opposi- 
tion would develop if any attempt was made to use 
them as a substitute for adequate pay. In this connec- 
tion, the following comment from an automotive 
equipment manufacturer is significant: “We can cite 
many instances of employers in our own general area 
who pay moderate wages but have very satisfactory 
personnel relations. We can likewise name companies 
which pay the highest wages and still seem to have 
more than their share of labor trouble. Our own ex- 
perience demonstrates that we don’t have our great- 
est problems in the lowest-paid departments. Quite 
often just the opposite is true. These facts do not 
mean that wages are not important. They are. Ade- 
quate and regular earnings, coupled with sound wage 
administration, should be a basic policy of all em- 
ployers.” 

Executives also believe that these nonfinancial in- 
centive programs must be handled skilfully by man- 
agement and every effort made to prevent them from 
becoming paternalistic. If they become labeled as 
such and “are too obviously used,” observes an indus- 
trial machinery manufacturer, “the employee will 
naturally question the sincerity and motive of the 
employer and the employee is likely to conclude that 
the incentives are designed to get more work out of 
him without paying him a higher wage.” 

Comments from cooperators grouped according to 
principal industry appear on pages 204-208. 


Henry E. Hansen 
Division of Business Practices 
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Patterns of Growth in Industry: Ill 


IX NEW series are added in the accompanying 

charts to the patterns of growth in individual indus- 
tries presented in the February and March issues of 
The Business Record. The industries covered in this 
issue reveal broadly similar growth patterns, but, as 
was true of the earlier cases, differ among themselves 
as to the periods of their development. 

The annual growth increments, for example, in the 
case of lead consumption, ceased to increase at about 
the turn of the century, while in aluminum production 
the increments continued to increase until about 1926. 
The “critical point” in each of the six series presented 
in the accompanying charts is as follows:! 


Leadconsumption...c2. eee es eee eee 1900 
Copper consumption.................. . 1902 
Rolled iron and steel products............1912 
‘Rubber imports zc6.ee). SOs hee 1923 
Sulphuriproductiongas9,)-: g:i7-n. st ee 1918 
Aluminum (primary) production.......... 1926 


Percentage rates of growth in the six industries shown 
in the charts are indicated in Table 2. It is the nature 
of the pattern of development shown by these industries 
that the percentage rate of growth constantly declines, 
but the rate at which this decline occurs and, particu- 
larly, the rate at which it occurs in different stages of 
growth vary from series to series. Sulphur production, 
for example, at the turn of the century was expanding 
at about the rate of 63% per year. By 1940 that rate 
had declined to slightly over 1% per year. On the other 
hand the annual percentage rate of growth of rolled 
iron and steel products declined during the same period 
only from about 6% to something over 114%. 

These rates are, however, all for the same fixed period 
of time. Each of the series, on the other hand, has its 
own individual life history, and by readjusting the 


1For explanation of technical terms and concepts employed in this 
discussion, see the February and March issues of The Business 
Record. 


series through time in such a way as to make the critical 
year of each of the industries coincide, it is possible to 
compare the trends of growth in these six industries 
more directly. Table 1 accomplishes that purpose. 

As in previous series, patterns now presented show a 
considerable variation in percentage rates of growth at 
the critical year and a varying speed of decline in that 
rate during subsequent years. Again, generally speak- 
ing, the industries showing the most rapid growth in the 
critical year reveal the most rapid decline in rate of 
growth in later years. 


ABRUPT PATTERN BREAKS 


In these investigations, certain facts have been en- 
countered which support the theory that industries 
sometimes are affected by new factors so powerful that 
their patterns of growth are abruptly and more or less 
permanently altered. The growth of the automobile in- 
dustry with its demand for tires and tubes was such a 
factor in the crude rubber import series. The history of 
this series breaks into two segments at about the year 
1911. The pattern of growth from this year onward is 
included in the series presented, and appears to con- 
form to the general course of the Gompertz curve. 
Earlier years are not treated in this group of curves. 


1For the rationale of this procedure and the results of its application 
to nine series, see the March issue of The Business Record. 


(Text continued on page 194) 


Table 2: Percentage Rate of Annual Growth at 
Dates Specified 


Source: Toe CONFERENCE BoarpD 


Series 


Lead consumption............ .890 
Copper consumption.......... . 522 
Rolled iron and steel products. 5.97 | 4.08 1.29 
Rubber imports.............. A 1.89 
Sulphur production........... 62.64 |22.55 1.05 
Primary aluminum production. |25.93 |14.55 2.57 


TABLE 1: PERCENTAGE RATES OF GROWTH IN VARIOUS INDUSTRIES 
Source: Toe Conrerence Boarp 
“Critical Year” 
Series “Critical 
ear 

Lead consumption................. 3.22 2 ° 

per consumption. . ...| 6.45 4. : 

Rolled i iron and steel products. . pqineh wes 3.78 3.12 : 
hur production............-..- 9.96 5.98 -060 
i ber imports,':, 0000.0. ee 9.00 | 5.68 .091 
iar aluminum production ..... 5.77 4.33 .821 


: Figures in italics represent hypothetionl nates of growth in future your, They may be regarded as valid only if rates of growth in future years conform to the pattern 


ote to the trends as represented in the curves shown in the c! 
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Lead Consumption Consumption of Primary Copper 
Source: Bureau of Mines 


Source: Bureau of Mines 
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Rolled-iron and Steel Products 
Source: American Iron and Steel Institute 
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Rubber Imports 
Source: Department of Commerce 
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Sulphur Production 


Source: Bureau of Mines 
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Primary Production of Aluminum 
Source: Bureau of Mines 
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(Text continued from page 190) 


Ray B. Prescott, in 1924, in a study of the world rub- 
ber situation came to a similar conclusion. In his 
analysis published in pamphlet form by the Rubber 
Association of America,! he is able to fit a Gompertz 
curve to imports into this country for the years 1911- 
1923. He then fits a separate Gompertz curve to the 
data from 1870 to 1911. 

Among the series presented in this issue, three seemed 
so violently and abnormally affected by war conditions 


1Now the Rubber Manufacturers Association of America. 


that the war years, even when plotted on the charts, 
are not included in computing the equation of the 
curves fitted to the data. In the case of rubber im- 
ports, the fitted curve is based upon data from 1911 
to 1941, inclusive. The copper consumption curve is 
fitted to data from 1885 through 1940, although later 
points are plotted on the chart. Aluminum produc- 
tion, is represented in the curve only through 1941. 


FREDERICK W. JONES 
Anita R. KopeLson 
Division of Business Economics 


The Fifty Largest Manufacturers 


HE FIFTY largest manufacturers (petroleum and 

copper industries excluded) were nearly the same 
in 1944 as in 1943.1 An aircraft company, and an iron 
and steel company were displaced by two companies in 
the nondurable goods industries. Thus the number of 
corporations in the durable goods industries was re- 
duced to thirty-two, while the nondurable group was 
increased to eighteen. 

The ranking within the fifty largest corporations 
changed considerably in the two years, and only eight 
corporations held to their place. Six of the eight were 
among the ten largest corporations, indicating a stabil- 
ity in the top segment which is further evidenced by 
the fact that the same companies made up the top ten 
both in 1943 and 1944. 


CHANGE IN AIRCRAFT RANKING 


The greatest mass reduction in rank occurred in the 
aircraft industry. Of the eight corporations included in 
the group in 1943, seven were lowered in rank and one 
dropped out of the listing. Of the twenty-three com- 
panies that were increased in rank twelve were in the 
nondurable industries. All the companies in the tobacco 
industry, three of the four rubber companies, three of 
the five food companies, and two of the three chemical 
companies were raised in rank. 

Together, the aircraft and iron and steel industries 
account for almost half of the corporations in the dur- 
able segment—seven and eight, respectively. The food, 
rubber, tobacco and chemical groups account for most of 
the nondurable corporations. 

In 1944, lumber, furniture, and stone, clay and glass 
companies in the durable category and textile, apparel, 
and leather companies in the nondurable goods indus- 
tries continued to be absent from the top fifty manu- 
facturing corporations. 

More than two thirds of the group were engaged 
almost 100% in war work. The remaining companies, 


See “Fifty Largest Manufacturers,” The Conference Board Business 
Record, April, 1945, for the 1943 listing. 


although not converted to war work, also contributed 
to the war effort. 

Assets of the fifty largest manufacturing corporations 
totaled $21.9 billion at the end of 1944.! Although the 
difference between the assets of the largest and smallest 
corporations in the group decreased from 1943, total 
assets for the group remained almost unchanged. The 
assets of the largest corporation declined $82.1 million, 
while the smallest of the fifty increased $0.4 million. 
Thus the spread was narrowed by $82.5 million. The 
difference in 1944 was $2,007.2 million as compared 
with $2,089.7 million in 1943. 


THE TEN LARGEST 


Assets of the ten largest corporations totaled $10.7 
billion, almost 50% of the total for the entire group of 
fifty. This situation reflects little change from the pre- 
vious year, since at the end of 1943 assets for this group 
were only $0.1 million more than the 1944 total. 

Statements used, wherever possible, were on a con- 
solidated basis, so that the operations of many more 
corporations are reflected in the data presented. One 
corporation, for example, includes more than sixty sub- 
sidiaries in its consolidated statement, while another 
statement represents more than forty companies. 

At the end of 1944, stockholders’ equity totaled $11.6 
billion, an increase of $0.4 billion over 1943. The pro- 
portion of the assets represented by stockholders’ 
equity increased in 1944 over the previous year. The 
ratio of net worth to total assets was 53% in 1944 in 
contrast with slightly more than 51% in 1943. 

Individual ratios of net worth to total assets vary from 
a high of 82% to a low of 9%. The aircraft industry, 
like other war-expanded industries, has a very small 


(Continued on page 196) 


1There is some duplication in the figure for total assets because of 
intercorporate transactions. It is more than likely, however, that 
this duplication of notes and accounts receivable and payable, and 
stocks and bonds does not materially increase total assets. 
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FIFTY LARGEST MANUFACTURING CORPORATIONS: IN 1944 


Sources: Securities and Exchange Commission Reports; Stockholders’ Reports; for the Ford Motor Company, 
Report to the Massachusetts Commissioner of Corporations 


Millions of Dollars 


Porperaen Asccts | Worths | cacead 
General Motors Corp.............. 2,182.6 | 1,306.1 | 1,306.1 
ieearceel COM. ...c.cch eee. cote 2,082.4 | 1,431.0 | 1,523.9 
E. I. DuPont de Nemours & Co... ..| 1,067.2 | 755.1 | 795.6 
Bethlehem Steel Corp..............| 1,082.7] 510.3 | 673.0 
GOPPR LOUIE GOs 5.65: ouscisa vide sos 1,021.3 | 702.3 | 702.3 
General Electric Co.7.,.............| 918.0 | 366.7 | 366.7 
Curtiss-Wright Corp...............| 756.6| 70.9] 70.9 
International Harvester Co.........| 566.8 | 380.7 | 380.7 
Aluminum Co. of America.......... 539.2 | 289.5 | 404.7 
Westinghouse Electric Corp......... 520.7 | 266.7 | 286.7 
Chrysler Corp... ¢:2.2....2:..--.--| 509.5 | 199.7 | 199.7 
Union Carbide & Carbon Corp...... 481.2 | 301.2 | 322.2 
American Tobacco Co..........:...| 463.3 | 225.2] 414.2 
Republic Steel Corp.............. | 480.9 | 269.5 | 339.1 
Western Electric Co............... 412.8 | 170.0.| 170.0 
SN Ge ae aa ee 383.3 261.0 281.0 
Goodyear Tire & Rubber Co........ 380.0 | 160.7 | 234.8 
Armour & Co. (Ill)... 20... v.n.| 858.5) 168.89) 974.1 
Consolidated Vultee Aircraft Corp...| 326.9 41.6 41.6 
Firestone Tire & Rubber Co........| 325.0 | 187.0] 192.9 
Eastman Kodak Co................| 318.6 | 192.2] 192.2 
Bendix Aviation Corp.®............. 316.7 59.0 59.0 
pliers: ee 296.5 179.2 179.2 
Allied Chemical & Dye Corp........ 294.2 | 191.3 | 191.3 
Jones & Laughlin Steel Corp........ 285.4 | 199.8 | 230.1 
National Steel Corp............... 278.9 | 165.2] 220.0 
International Paper Co............. Q71.2 | 164.4] 213.2 
Youngstown Sheet & Tube Co...... 267.5 | 172.3 | 224.2 
Where enober Co... elec eens 263.1] 129.8] 167.6 
R. J. Reynolds Tobacco Co......... 259.7 | 161.7} 169.7 
Liggett & Myers Tobacco Co....... 257.8 | 161.2] 174.1 
Allis-Chalmers Manufacturing Co...} 250.8 99.7 | 139.7 
BoateGoodrich Co, ..........5.06s% 243.5 102.0 131.2 
amiercan Catt Co>.. 2... 666.650 241.4] 174.2] 184.2 
National Dairy Products Corp...... 241.1 | 108.8] 160.5 
Singer Manufacturing Co...........| 236.6 | 151.4 h 
Glenn L. Martin Co............... 236 .6 30.3 30.3 
Radio Corp. of America............ 232.7 86.0 | 141.0 
SPIO en teat crite: a de aod 219.5 32.9 32.9 
American Car & Foundry Co....... 206.3 97.0 | 103.1 
North American Aviation, Inc...... 203.7 27.3 27.3 
United Aircraft Corp.............: 201.6 76.4 77.8 
LOSES Sirol | Oe 197.9 119.6 152.1 
PROTEC StS oe ee sioch cic es 4 195.3 103.9 117.6 
Werrems Gores ee eT 191.7 114.5 114.5 
Lockheed Aircraft Corp............ 190.4 35.6 35.6 
American Rolling Mill Co.......... 189.8 | 139.9 | 154.7 
Procter & Gamble Co.............. 187.8 154.5 154.5 
MPevarcolaCol 2s), . PHT AL 176.8 | 108.9 | 108.9 
Schenley Distillers Corp............| 175.4 82.8 94.2 


1Petroleum and copper industries excluded. 


*Tax notes deducted from assets and liabilities have been added back. Treasury 
stock shown as an asset has been deducted from total assets, unless held for dis- 
tribution under bonus plan. 


Net worth is the sum of capital stock (less Treasury stock), minority interest, and 
ST ante adjustments have been made to make this figure reflect re- 
negotiation. 


‘Invested capieal is the sum of net worth and long-term debt (including long-term 
government advances). 


SWherever data were available, sales, income and taxes have been adjusted to 
reflect renegotiation. Provisions for renegotiation by the company were deducted 
from sales as are ie best estimate of the reduction that is expected to take 
owt = result of the refixing of contract price. Federal income taxes include excess- 
pro! es, 


*Where the number of stockholders and employees was not available for 1944, the 
latest available figure was given. 


Federal Income aan Number | Number 
Af Dividends | of Stock~ | of En eT 
Taxes® Taxes’ holders’ | ployees® 


255.8 | 171.1 141.3 | 423,705 | 465,617 | 1,380.0 
65.0 60.8 60.0 | 240,641 | 314,888 | 914.3 
101.5 75.6 65.9 | 91,366 |109,100a| 376.54 
105.4 36.2 24.4 | 78,299 | 260,481 847.4 


n.d. n.d. n.d. 7 | 144,000 n.d. 

150 54 40.3 | 234,732 | 167,212 463.6 
79 14 7.9 | 102,892 | 180,000 556 .0¢€ 

28 25 18.5 | 39,002 | 68,942 210.2 


66 31 16 15,918 | 42,941 213.3 
72 24 12 48,362 | 115,425 388.1 
46 24 13 53,991 | 125,729 n.d. 
79 37 Q7 73,509 n.d. n.d. 
20 19 17 74,039 | 10,740 n.d. 
ole 10 fi 62,912 | 59,712 n.d. 

13 12 n.a. | 94,025 278.3 


60,000 | 72,500 173.2 
55,637 | 101,571 |“ n.a. 
45,000 | 80,000 164.0 
9,394 n.d. n.a. 
n.a. n.d. n.d. 
39,919 | 42,000 120.5 
25,456 | 70,000 | 201.6 
34,797 | 61,368 151.6 
n.d. n.a. n.a. 
21,205 | 38,412 120.3 


_ 


DW DOH RHOM TAA RARWAROAN 
_ 
or 
—_ 


1S elk 5 ed es oy eet Se ere 
AOrwmontarooeertnoocoerw 


o 
DADOW A RWVWWSOWUOW MW HOH DHOOWOWRWUOIOHOIUNDOIWIOWE 


IH WWW WWW RMASCOHHDOWIURPOIWARHWYARAWORIWOARNWHH OH 
a 
Os 
S 


7 
2 
3: 
6 
4. 
6 
9. 
3. 
b 4.16 6. 
10 6. na. | 21,191 68.7¢ 
4. 26,800 | 22,677 na. 
A 7 4. 14,834 | 21,880 66.0 
.ld 15 8 22,927 | 78,347 189.8 
12.6f 7. oF 152 15,000 n.a. 
16.4 14 12. n.a. | 20,000 n.a. 
40.6 9 3. 24,625 | 36,832 106.2 
58.89 12 4. 24,600 | 50,000 n.d. 
10.8 13 10. 34,000 | 23,400 n.d. 
33.0 13 6. 66,636 | 36,698 94.6 
n.d. 13 10. 3,250 | 12,200 na. 
48.4 4 Sy 7,300 | 34,787 n.d. 
29.9 10 6. 228,502 | 38,435 96.2 
34.7 7 4. 26,325 | 42,192 n.d. 
17.4 6 3. 14,437 7,495 n.a. 
bi feat A 8 8, 830,600 | 87,875 n.d. 
42.0 15 9. 45,500 | 65,300 n.a. 
17.6 10 7; 7,543 | 18,937 57.2 
21.8 10 vie 49,174 | 27,258 68.0 
21.69 10 8. 13,900 | 17,245 n.a. 
13.9 4 Q. 8,755 | 57,972 n.d. 
5.77 4.87 4. 42,872 | 21,957 64.8 
14.3 19.5 13; 44,987 | 14,535 n.d. 
29.7 25.0 18. n.d. n.a. n.d. 
S: 


7,856 | 10,797 n.a. 


7Statement reflects an overprovision for renegotiation of $3.8 million for company 
and $.2 million for affiliated companies. 


8Renegotiation of $55 million has been deducted from sales, Government is demand- 
ing $63.8 million. 
‘Includes operations of carrier subsidiaries. 


alncludes employees in government-owned plants operated by the company: 
Includes wages and salaries paid to employees in government-owned plants. 


bDoes not reflect refundable portion of prior-year taxes of $3.9 million. 
cIncludes $2 million provision for retroactive wage adjustment. 
dincludes foreign taxes. 

fExcludes effect of carry-back of $.6 million. 

gIncludes renegotiation provision of an unstated amount. 


hinvested capital is not computed since it is impossible to determine whether 
amount due to subsidiary is of a short-term or long-term nature. 


iTaxes include foreign and state taxes. Effect of carry-back of $.3 million is excluded 
eEstimated. 
n.a.Not available, 
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capitalization. Net worth for this industry totaled 
$341 million, or a little more than 15% of its assets. 

Invested capital, the total of net worth and long-term 
debt, was $13.0 billion at the end of 1944, a decrease of 
$0.1 billion from 1943. Long-term debt comprises only 
a small part of the capital structure. At the end of 1943, 
claims of long-term creditors represented 13% of the 
invested capital. By the end of 1944 this ratio had 
dropped to 10%. 

In the 1944 group, nineteen corporations had no 
long-term debt—nine of them automobile and aircraft 
companies. The big three in the automobile industry 
had no long-term debt, while six of the seven aircraft 
corporations were without funded debt. The indebted- 
ness of the seventh company was only $1.4 million, the 
smallest amount of any among the thirty-one companies 
having long-term debt. 

Sales obtainable for forty-seven corporations totaled 
$33.4 billion, an increase of $1.6 billion above 1943. 
Thirty-six of the forty-seven corporations showed in- 
creases. Nearly three fifths of the companies reporting 
increased sales were in the durable group, which, how- 
ever, accounts for nine of the eleven corporations with 
decreased sales. In the nondurable group less than 
11% reported a decline in sales, in the durable group 
about 31%. Companies in the automobile, iron and steel 


and aircraft industries constitute the major durable 
groups with increased sales, and in the nondurable seg- 
ment rubber and food companies. 

Net income after taxes and all charges, for the forty- 
seven corporations was $1.0 billion or a return of 3%, 
a slightly larger percentage than in 1943. 

Dividends paid by forty-nine corporations for which 
data were available totaled $727.5 million or 70% of 
net income. This left $307.6 million in the business for 
general corporate purposes. Since dividend payments 
in 1944 were $80.9 million higher than in 1943 while 
income after taxes rose only $35.2 million, the income 
retained in the corporation was $45.7 million below 1943. 

Forty-four corporations reported 2.6 million pre- 
ferred and common stockholders in 1944. Duplication 
in this figure is unavoidable. 

In 1944, there were 3.4 million persons employed by 
forty-five corporations reporting such data, or 22% of 
total employment in manufacturing. This percentage 
has increased slightly since 1943. For forty-two com- 
panies comparable data show that the number of em- 
ployees had dropped less than 59,000 from 1943 to 1944 

In twenty-five companies for which data are avail- 
able, $7,370.4 million was paid out in wages and salaries. 


Frances J. Mitts 
Division of Business Economics 


Linking Price Control to 1941 Output 


RICE control on a substantial number of leading 

commodities would promptly cease if the Fed- 
eral Reserve index of industrial production should be 
accepted as the official measure of “production by 
volume” under the bill recently passed by the House of 
Representatives amending the emergency control acts 
of 1942 and the Stabilization Act of 1942.1 

This proposed law would require prompt elimination 
of price controls on “‘any commodity or class of com- 
modity” when “‘the production of such commodity or 
commodities either singly or in combination equals or 
exceeds for the past twelve months by volume the pro- 
duction of such commodity or commodities in the period 
from July 1, 1940, to June 30, 1941.” 

The accompanying table shows for the year July 1, 
1940, to June 30, 1941, and for the year ended with the 
latest available month the Federal Reserve index of 
industrial production of a number of leading commodi- 
ties and groups of commodities. Commodities marked 
with an asterisk are above the average for the earlier 
period. Of the fifteen major groups of commodities in- 


1H. R. 6042. An Act To Amend the Emergency Price Control Act 
of 1942, as amended, and the Stabilization Act of 1942, as amended, 
and for other purposes. 


cluded, twelve averaged higher during the latest avail- 
able year than the average for the base period. Among 
those for which, according to this standard, price control 
would end forthwith are some textiles, transportation 
equipment, leather and products, tobacco products, and 
petroleum and coal products. Examination of the forty- 
three individual subcategories shows that twenty-seven, 
when the last twelve available months are averaged, 
are above the base period. Included are automobiles, 
furniture, wool textiles, rayon deliveries, shoes, meat 
products, chemicals, rubber, and coal and petroleum! 

The latest twelve-month period extends back into 
the war period, a fact which in some instances doubtless 
is responsible at least in part for the showing made by 
the production index for that period. However, the 


1Certain impediments to the use of some of these indexes as meas- 
ures of the physical volume of production of civilian goods during the 
most recent twelve-month period are obvious. The index for auto- 
mobiles during that period, for example, is without doubt controlled 
by production of war goods. Certainly it does not accurately reflect 
production of passenger automobiles. The same is probably true of 
chemicals and some other items. However, for the most part the 
components presented here are not subject to this objection. In 
certain other instances the indexes are based upon consumption of 
raw materials or deliveries of finished goods rather than directly 
upon production, but are intended to reflect the course of the physical 
volume of production. 
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Indexes of Industrial Production fact that in a very substantial number of cases the 
Source: Federal Reserve 1955-1959 = 100 latest month is (on a seasonally adjusted basis) likewise 
iAseaaes Taatest above the average for the base year strongly suggests 
eaeneiy PA er aldudectnke that postwar production as such is in many instances, 
Mame P SL y Menthe hg (Asinstod for the time being at least, definitely above the stand- 
oe or a rN a ee er ee ards laid down in the proposed price control modifica 
PanmttaActires cs oe oe, cee 146 192* | Mar/175* tion law. F ‘ - 
oo ila le Se a 170 228* | Mar/183* There are a number of cases in which production 
Fron)and steel. ts)... :- 174 158 Mar/170 during the latest twelve months does not exceed that 
Sted scl) iat | im. | Marz of July 1, 1940, to June 30, 1941, but in which produe- 
Lr a ee 172 287* | Mar/213* tion (on adjusted basis) during the latest reported 
pe eportetion equipment. .... i ao Maes month equaled or was greater than the base period. 
Nonferrous metals and products 168 186* | Feb /141 Cement, cotton consumption, printing and publishing, 
Smelting and refining. ....... 152 158* | Mar/125 and beehive coke are a few of the indexes that can be 
Lumber and’preducis.../..|| 126 | ios. | Mayizo Classified in this group. 
Beeb en rei ett <tc ck oh caer 123 96 | Mar/108 Indexes for machinery, transportation equipment, 
Furniture.................-- 130 192* | Mar/143* meat packing, petroleum and coal products and for 
ne ag and Vglaes ge we 7 ee Meese chemical products show that output of these com- 
Glass containers............. 127 233* | Feb /255* modities in the most recent month and year have 
ooeaaee SOS Foch a el pes Ne nae exceeded the base year, but in the latest month has 
Textiles and products......... 136 147* | Mar/162* fallen below the average for the past twelve months. 
pone. 5 ia i Le sei mere In some degree, the figures for the latest year, and in 
Rayon deliverioe: ee 151. | 294* | Mar/241* very much larger degree the latest month, are affected 
Wool'textiles::.:....2:...:. 138 145* | Feb /171* by widespread strikes during the past few months—a 
a Sores on sts co a eat fact which cannot be left out of consideration when 
Cattle hide leathers......... 11 130* | Feb /146* appraising the price control situation and the proposed 
ety eth: ys _ Sed ce law H.R. 6042. 
Blioes. feat aaa aoe 112 120* | Jan /121* Freperick W. Jones 
Manufactured food products. . . 117 150° Mar/156* Anita R. Kopetson 
ee tee To ctaaes| Mec/iase Division of Business Economics 
Pat MUO LARC 3 foe as val ae Ae hips 
WG 2) eee ee 94 130* Feb / 87 
* * A 
eae beverages, fcie. wcjoledos sf 470° |an fest Business Book Shelf 
ERR CqUOL do said hayths\./2%) estat 102 166* | Feb /197* 
came Products, ........-+++5 ie ae Ae inte Electrons in Motion. By James Stokley. New York: 
Cigarettes. ae) 4 ee 121 178* | Feb /205* Whittlesey House, McGraw-Hill Book Company. $3.00. 
es ot nee products... .. oe ae ake fest This book tells the story of electrons, what they are, 
Ar et oocek al sult oO) abide aedand/iat how they behave, when they were discovered, and 
Ground wood pulp......... 120 12 Jan / 93 how they are utilized. Allied subjects, such as the 
Seen fad Saint CD a? ce ee beter properties of light and the quantum theory, are also 
Fine paper................ 116 78 | Feb/ 82 briefly touched upon, as are developments in the radio 
BREW SDKs payetelece. sale ele oh 112 81 Feb / 86 and electronics industries. 
aa piece Sede +44 ve hs al An introductory chapter listing some of the magic 
Wrapping paper........... 123 136* | Feb /135* performed by electron tubes is followed by a brief 
ad ay pubiehing.. Beet 7h a ran history of electron technology. After mentioning the 
Boa aid coal pare, S 125 235* | Dec /172* role of electrons in transformers and for amplifying 
C03) Candas Act pee 115 142* fags raed and oscillation, the author tells the story of radio 
Tabtnutiog sisted s a ols aes broadcasting from the discovery of electromagnetic 
Ca a en See 146 157* | Feb/ 91 waves by Hertz in 1887 to radio and television. 
Bechive coke vette eens a ae aaa Industrial uses for electron tubes are discussed in 
Chemical products........... 146 263* | Mar/236* detail as are X-ray technology, electron microscopes, 
Rubber products............ 141 208* | Mar/223* and medical electronics. 
oo vg Bgl eg ae AH ot ele The last three chapters are chiefly concerned with 
Bituminous coal.............. 118 148* | Mar/168* atomic energy and disruption, and methods for bring- 
Lariam veins dials + tlninieis iv eo Me cee ing them about. An appendix on radar describes 


amazing military developments and their probable 
Nore: Those commodities or f odities marked with an asterisk are 
above the average for the base pede Fale toe Toe, 1941. future uses. G. K. B. 
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Tax Briefs 


The following is a compilation of some recent im- 
portant decisions and United States Treasury rulings 
in the field of taxation. 


INCOME TAXES 


Expenses arising through additional compensation paid to 
officers, contingent on their contributing it to surplus 
account vf a corporation, are not deductible. The Harring- 
ton Company v. Com’r, 6 TC No. 94. 


Delinquency penalty for neglect to file a timely tax return 
is properly imposed where the forms filed were inadequate 
even though they were actually on time. The defect lay in 
the fact that skeleton forms were filed without specifically 
requesting an extension of time for completion. They merely 
noted that “due to sickness and/or the exigencies of the 
national emergency the detailed figures will be included in 
amended return.” Itemized returns were filed sixty days 
after the due date. The Harrington Company v. Com’r, 6 
TC No. 94. 


Executive salaries in excess of $5,000 and lower salaries 
paid to administrative, executive and professional employees 
not represented by labor organizations may be increased 
freely in businesses whose products and services either are 
outside OPA price ceilings or can absorb such changes with- 
out necessitating an increase in price ceilings. In cases in- 
volving higher price ceilings, automatic approval is granted 
under certain specified circumstances; but in other cases, 
formal approval is necessary. Press Service V 297, April 13, 
1946; TD 5506. 


The surviving spouse is lable for a deficiency in federal 
taxes if husband and wife filed a joint return. This may 
cause a real hardship in the case of spouses who, subsequent 
to the filing of a joint return, are held liable for tax deficien- 
cies which may more than outweigh any tax advantages at 
the time of the original filing. Estate of H. A. Rock v. 
Com’r and Helene L. Rock v. Com’r, TC Memo Docket No. 
7299, March 19, 1946. 


Exercise by an employee of an option to purchase stock 
of an employer-corporation or affiliate gives rise to income 
in the year of its exercise, when the option was granted after 
February 25, 1945, measured by the difference between the 
fair market value and the option price of the stock. IT 3795 
and TD 5507, April 12, 1946, This Treasury Decision con- 
forms with the spirit of the United States Supreme Court 
decision in Com’r v. Smith, 324 US 177, February 26, 1945. 
Where options were granted to an employee before February 
26, 1945, the regulations remain unamended. 


Advances by stockholders to a corporation are consid- 
ered capital contributions and not loans when this is their 
true nature. Accordingly, they are not allowable as bad-debt 


deductions. Louis Rosenberg et al TC Memo Docket No. 
3023, March 4, 1946. 


Partial liquidation of a corporation may be negated by 
the fact that the corporation did not cancel the stock it 
acquired but held it as treasury stock. Leona Kurth Moore 
et al TC Memo Docket Nos. 4066; 4079; February 28, 1946. 


Delivery of tax returns to the Post Office Department 
does not constitute delivery to the Commissioner of Internal 
Revenue. Crude Oil Corp. of America v. Com’r, 6 TC No. 
84. 


Sale of a life interest in a testamentary trust results in a 
capital gain and not in ordinary income. First National 
Bank et al USDC, M.D. of Georgia, March 13, 1946. 


The statute of limitations for the filing of a tax refund 
claim is four and not three years when the assessment is 
illegal and erroneous. The Liberty Glass Co. v. Jones, DC, 
WD, Okla., No. 1724-Civil, April 3, 1946. 


A change in the fiscal year, though approved by the Com- 
missioner, may be ignored by him if ledgers are not kept on 
that basis. Maintenance of informal records does not satisfy 
this requirement. Brooks v. Com’r, TC Memo Decision, 
Docket No. 5871, March 18, 1946. 


Sale of assets of a liquidating corporation constitutes capi- 
tal gains to the corporation and not to its stockholders, 
though the latter actually conducted the sale. Howell Tur- 
pentine Co. v. Com’r, 6 TC No. 52. 


Contributions to an employees’ trust, during the fiscal 
years ending on or before February 28, 1946, are allowable 
deductions from gross income if made pursuant to a deferred 
payment plan provided the payment was made within sixty 
days after the close of the taxable year. Mim. 5985. 


Rent paid wife for a building which she purchased with 
her share of partnership profits is deductible partnership 
expense, even though the family partnership was not recog- 
nized for tax purposes. Schreiber v. Com’r, 6 TC No. 92. 


Accrued interest on a promissory note, transferred as a 
gift, is taxable to the donor as income in the year of gift. 
Ida S. Austin v. Com’r, 6 TC No. 76. 


ESTATE TAXES 


A reciprocal trust created by a husband is includible in 
wife’s estate even though the wife created her trust one 
year after her husband, because reciprocal cross trusts were 
intended, Estate of C. K. Lueders, 6 TC No. 75. 


Estimated alimony payments for duration of wife’s life 
or until her remarriage, are deductible from the decedent 
husband’s gross estate. The amount was determined on the 
basis of a combination of mortality tables and widows’ re- 
marriage table. Estate of P. M. Maresi, 6 TC No. 74. 


Contingent life estate, which had not taken effect upon 
grantor’s death, need not be included in his gross estate 
as a transfer to take effect at death. Estate of Charles 
Nathan, 6 TC No. 78. 


Gifts, though borrowed back, were not made in contem- 
plation of death and therefore were not includible in dece- 
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dent’s estate, although decedent was 72 years of age at the 
time the gifts were made, Greer v. Glenn, DC, E.D. Ken- 
tucky, March 15, 1946. 


Executriz, or beneficiary, is liable for estate taxes and 
25% penalty for failure to file an estate tax return where 
decedent had transferred property during his lifetime as a 
devious means to evade taxes. McCue v. Com’r, TC Memo 
Decision Docket Nos. 233, 234, 315. March 4, 1946. 


Charitable remainder bequests are not deductible from 
decedent’s estate where the amount is indefinite because 
the trust could be drawn upon to meet the requirements of 
three life annuitants. Industrial Trust Co. et al v. Com’r, 
CCA-1, 151 F (2d) 592, certiorari denied on March 11, 1946. 


EXCESS-PROFITS TAXES 


In Section 722 claims, the Tax Court has no jurisdiction 
unless excess-profits taxes were actually paid. Pohatcong 
Hosiery Mills, Inc. v. Com’r, Memorandum sur. Order, 
Docket No. 9650, March 25, 1946. Technically, the Tax 
Court contends that Section 722 applications in this case 
did not constitute refund claims, and that the Commission- 
er’s letter rejecting them, with the comment that the tax- 
payer did not establish that its present credit was subnormal 
and discrimintaory, was not a formal disallowance notice 
under Section 732, without which the Tax Court has no 
jurisdiction. 

J. H. LanpMan 
Division of Business Practices 


Federal Tax Calendar 


June, 1946 


10 Withholding tax. Tax withheld from wages during May, 
1946, if more than $100, is payable to an authorized 
depositary. 


15 Corporate income and excess-profits tax. Return is due 
for fiscal year ended March 31, 1946, and one fourth of 
tax is payable. One fourth of tax is payable for cal- 
endar year 1945 and for fiscal years ended June 30, 
and September 30, 1945. 


Individual income tax. Return is due and tax is payable 
for fiscal year ended March 31, 1946. 


Estimated tax. Instalment of 1946 tax is payable. 
Declaration is due and one third of tax is payable, if 
filing requirements were satisfied after March 1 and 
before June 2, 1946. 


Nonresidents. Income tax returns of foreign partner- 
ships are due; foreign corporations’ and aliens’ returns 
are due, and one fourth of tax is payable for calendar 
year 1945. One fourth of tax is payable for fiscal years 
ended March 31, June 30, and September 30, 1945. 


Partnerships. Return is due for fiscal year ended March 
31, 1946. 


BUSINESS RECORD 199 


Fiduciaries. Return is due and one fourth of tax is pay- 
able for fiscal year ended March 31, 1946. One fourth 
of tax is payable for calendar year 1945 and for fiscal 
years needed June 30, and September 30, 1945. 


Withholding agents. Payment of tax withheld from in- 
terest on corporate bonds, interest, dividends, ete. 
during calendar year 1945 is due. 


Exempt corporations. Return on Form 990 is due from 
certain exempt corporations with accounting periods 
ended January 31, 1946. 


July, 1946 


1 Excise taxes. Returns for May, 1946, are due and taxes 
are payable. 


10 Withholding tax. Tax withheld from wages during June, 
1946, if more than $100, is payable to an authorized 
depositary. Employer may elect to pay the withhold- 
ing tax to the Collector on or before July 31. 


15 Corporate income and excess-profits tax. Return is due 
for fiscal year ended April 30, 1946, and one fourth of 
tax is payable for fiscal years ended July 31 and Oc- 
tober 31, 1945, and January :31, 1946. 


Individual income tax. Return is due and tax is payable 
for fiscal year ended April 30, 1946. 


Nonresidents. Income tax returns of foreign partner- 
ships are due; foreign corporations’ and aliens’ returns 
are due and one fourth of the tax is payable for fiscal 
year ended January 31, 1946. One fourth of tax is 
payable for fiscal years ended April 30, July 31, 
and October 31, 1945. 


Partnerships. Return is due for fiscal year ended April 
30, 1946. 


Fiduciaries. Return is due and one fourth of tax is 
payable for fiscal year ended April 30, 1946. One 
fourth of tax is payable for fiscal years ended July 
31 and October 31, 1945, and January 31, 1946. 


Exempt corporations. Return on Form 990 is due from 
certain exempt corporations with accounting periods 
ended February 28, 1946. 


31 Old-age Benefit tax. Return is due for second quarter 
of 1946, and tax is payable. 


Unemployment tax. One fourth of 1945 tax is payable 
if employer elected to pay in quarterly installments. 


Withholding tax. Return is due of tax withheld from 
wages during the second quarter of 1946 and tax is 
payable. 


Excise taxes. Returns for June, 1946, are due, and taxes 
are payable. 


Information returns. Return is due of the tax withheld 
from interest on corporate bonds during second quarter 
of 1946, but tax is not payable until June 15, 1947. 
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Earnings and Hours in 


Manufacturing 


NEW high record for hourly earnings of produc- 

tion and related workers in the twenty-five man- 
ufacturing industries surveyed each month by Tue 
ConFERENCE Boarp was reached in February. Work- 
ing hours, weekly earnings, employment, man hours 
and payrolls, however, were all lower in February 
than in the two previous months. 

Hourly earnings averaged $1.129 in February, 2% 
higher than in January. This was a new peak level 
for the series, 1.6% more than the previous high 
point, which was reached in June, 1945. Wage-rate 
increases largely account for the rise in hourly earn- 
ings from January to February. This is shown in the 
18.5-cent increase in most of the iron and steel indus- 
try following the strike. The shift toward a higher 
proportion of skilled male workers, first noted in 1945, 
was continued in February. This shift also boosted 
average hourly earnings over the month. Since Feb- 
ruary, 1945, the hourly return of these production 
workers has risen 3.1%, and since January, 1941, the 
base date of the Little Steel formula, the increase has 
amounted to 48.7%. 

After remaining almost stationary for the last three 
months of 1945, weekly earnings declined 2.4% in 
January and a further 2.6% the following month. 
The February average of $43.48 was lower than dur- 
ing any month since December, 1942, but greater than 
at any time before then. Weekly earnings dropped 
14% over the year since February, 1945, but since 


January, 1941, they have increased 42%, and from 
August, 1939, the month before the outbreak of the 
war in Europe, to this February, the rise was almost 
60%. 

Real weekly earnings, or the purchasing power of 
dollar earnings, reached their highest point in March, 
1945. In February of this year, the average production 
worker found his weekly earnings worth 15.8% less 
than during this peak month. However, real earnings 
were still 14.5% above the average for January, 1941. 
From January to February, 1946, they declined 2.2%. 

The February work week was 1.5 hours, or 3.7%, 
lower than the January average, which itself was 1.1 
hours, or 2.6%, lower than the last month of 1945. 
Working hours aver&ged only 39.1 a week in Febru- 
ary, less than any month since September, 1940. Since 
January, 1945, when the longest hours of recent years 
were worked, the average work week has been re- 
duced 7.1 hours, or 15.4%. Nominal hours, or the 
scheduled number of hours of operation of a plant, 
shift or department, have been lowered each month 
since last June. They now average 41.7 a week, or 2.7 
hours below the wartime peak of 44.4 hours, which 
was reached in March and April last year. 

Employment declined 1.5% from January to Feb- 
ruary, and was 23.7% less than the previous February. 
Each month since V-J day, the index of employment 
has been lower than at any time from November, 
1940, to August, 1945. The largest employment was 
recorded in October and November, 1943. From then 
until February, the decline has been 32%. Payrolls 
also reached their peak in November, 1943, and have 
declined 37.8% since that month. From January to 
February they decreased 4%, and since February, 
1945, have declined 34.4%. 

ExizaBetH P, ALLISON 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 25 MANUFACTURING INDUSTRIES 
Norn: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


“hae Vt 
Date 
Worker 
1945 January............ : . 46.2 44.3 
Februal yes. «ssi sie ; . 46.0 44.3 
March). . 2st caste : : 46.1 44.4 
April. tees naire epee 44.4 
MAY verse inser 44.3 
PUNE, a ev sae ey 44.3 
Suly iv eens cox cain, 44.2 
ADPISE. ices de anes 44,1 
September. 43.4 
Octobericn ssiciee a siers 43.1 
November 42.9 
December 42.5 
1946 January............ 


Index Numbers, 1923=100 


Actual 


190.9 : 262.5 
190.1 : 261.2 
191.6 93.7 261.0 
188.4 92.3 252.5 
186.5 91.5 244.1 
189.1 91.9 241.3 
184.1 90.0 226.8 
179.4 88.2 214.4 
171.9 86.0 178.4 
171.0 86.0 178.0 
170.7 85.2 181.3 
171.8 84.8 181.6 
167.7 178.6 
163.4 171.4 


May, 1946 


BUSINESS RECORD 201 


Employment Trends 
in March 


UBSTANTIAL employment gains in both the 
agricultural and nonagricultural sectors of the 
economy this March contributed to a reversal of the 
downward trend in total employment, according to 
preliminary estimates. A decline of nearly one mil- 
lion in the personnel of the Armed Forces was offset 
by increases in the civilian segment. 

All the major industries except mining contributed 
to an over-all rise of approximately 650,000 in civilian 
nonagricultural employment. Of the nonmanufactur- 
ing industries, construction and trade reported the 
largest gains. The increase in trade is a reflection of 
the pre-Easter holiday shopping. 


MANUFACTURING 


With the settlement of most of the major strikes by 
mid-March, manufacturing employment increased by 
450,000. About 90% of the gain in the durable goods 
industries was concentrated in the iron and steel 
group. The machinery, electrical machinery, lumber, 
stone, clay and glass, automobiles, and furniture 
groups together accounted for an additional 60,000 
workers. In the lumber, stone and furniture groups, 
employment was also substantially above the level 
attained last March. The transportation equipment. 
and nonferrous metal industry groups, held in re- 
straint by labor-management disputes which retarded 
the flow of necessary materials and disrupted smelt- 
ing and alloying operations, were the only groups to 
report a decline in employment. 

‘In the nondurable goods groups, the textile and 
apparel industries accounted for more than one half 
of the gains, with smaller increases experienced by the 
leather, paper, and rubber industries. In addition to 
the usual seasonal decline, the food group was further 
hindered by government restrictions on domestic use 
of grain for malt liquors, flour and prepared feeds. 

The long-range employment outlook remains highly 
favorable. Continued rising production in many in- 
dustries, the high level of civilian income payments, 
and rising retail sales volume all indicate that the 
forces for expansion of employment are very strong. 
In his monthly production report, Civilian Production 
Administrator Small predicted the strong possibility 
of the existence of a labor shortage by the end of the 
year. 

His estimates were based on current business plans 
to expand the volume of new construction and dur- 
able equipment, plus the secondary demand for goods 
and services which will be created in other sectors of 


the economy. The nation’s labor reserve of approxi- 
mately five million will not be adequate to prevent 
the development of a tight manpower situation, “par- 
ticularly in view of the fact that the skills of marginal 
labor are less dependable and will not necessarily 
match the skills required by expanding industry and 
construction.” 


AGRICULTURAL EMPLOYMENT 


As a consequence of unusually warm weather which 
permitted farm work to get off to an early start, the 
number of persons employed on farms this March 
increased 661,000 over the February level. All the 
geographic regions contributed to the increase, with 
the East South Central states reporting the greatest 
gain. 

Both family and hired workers were up 8% for the 
month, and family worker employment exceeded the 
level of a year earlier. 


VETERAN PREFERENCE 


Along with the upward swing in employment and 
a general loosening in the labor supply both encourag- 
ing and discouraging trends in hiring policies are ob- 
served. While employment for veterans registers an 
upward trend, for women and minority groups the 
trend is downward. 

Industry is showing a preference for veterans for 
most job openings. Former employees discharged from 
the service are being welcomed back to old jobs or 
to vacancies held for them. Some firms have adopted 
a policy of restricting accessions to veterans or at least 
according them preference. The influx of veterans has 
overcome the manpower stringencies experienced in 
many industries. Employers are taking advantage of 
this situation to cull out over-age and other so-called 
“undesirable workers,” and to replace women produc- 
tion workers with men. Hiring specifications of em- 
ployers are tightening or reverting to prewar stand- 
ards. 

Rosatyn Dorts SrecEL 
Statistical Division 


Business Book Shelf 


Proceedings of New York University Fourth Annual 
Institution on Federal Taxation. Albany: Banks & 
Company, and Mathew Bender & Company, 1946. 


These proceedings consist of articles which form the 
bases for the various lectures delivered during the 
two-week session of general education of New York 
University in November, 1945. They discuss seventy 
important present-day problems on specific phases of 
federal taxation, including planning, gift and estate 
taxation, tax practice and procedure, and income and 
excess-profits tax issues. They are uniformly of supe- 
rior quality. J. H. L. 
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Notes on New Products 


A new synthetic copolymer resin called pliolite, 
capable of conserving natural oils and resins for in- 
door paints, was announced recently by the staff of 
the Goodyear Research Laboratory of the Goodyear 
Tire and Rubber Company. 


Varlon, a new stainproof wall covering, will be mar- 
keted by Varlon, Inc. (division of United Wallpaper, 
Inc.). Soap and water will remove dirt, grease and 
stains hitherto regarded as indelible from this wall 
covering. 


Timsol, a wartime product used for sterilizing sur- 
gical instruments without heating, has recently been 
disclosed. It does not stain or discolor brassware, sil- 
verware, dishes, or utensils. Its active ingredients con- 
sist of quarternary ammonium compounds and it is 
effective in solutions of one ounce to five gallons of 
water. 


A tough, transparent, nitrocellulose-plastic-coated 
bottle in which corrosive liquids can be shipped or 
stored without danger of leakage even if the bottle is 
broken, has been announced by the Hercules Powder 
Company. The coating acts as a protective armor 
about the bottle which holds its shape when the glass 
is shattered. It can be colored with dyes and its 
properties are unaffected by washing. G. K. B. 


A freezer which is slung under a trailer or railroad- 
car body is now in production by the American Man- 
ufacturing Company. It will sell at about $3,000 and 
is designed to maintain continuous sub-zero tempera- 
tures by means of a gasoline-driven engine. The en- 
gine’s operation can be reversed to defrost the car. 


The Matam Corporation, an automotive firm, is 
now designing a light car for American use which will 
be adapted from a Continental tricycle model. The 
three-wheeler (there is no rear-end differential, only a 
free trailing wheel) will have a more powerful motor 
than in the French original, which was a compact 
and economic two-cylinder affair. Reports indicate 
that the car was developed secretly with the aid of 
some British interests during German occupation of 
France. 


A computer for calculating how much ship cargo 
space is left for loading has been announced by the 


American Hydromath Company. Another appara- 
tus, called the trim computer, has also been developed 
by this same company to determine how much the 
forward and aft draft will change on loading of a 
specific amount of cargo in a definite part of a cargo 
compartment. These two computers are to be used 
with Victory and Liberty ships. T. W. 


Business Book 


Shelf 


Industrial Organization and Management. By Lawrence 
L. Bethel, Franklin St. Atwater, George H. E. Smith and 
Harvey A. Stackman, Jr., New York: McGraw-Hill Book 
Company. $4.50. 

Students and practitioners in industrial manage- 
ment will find this book of particular value. Its pur- 
pose is to analyze the general problems, procedures 
and regulations that enter into the creation and main- 
tenance of a successful enterprise. This complicated 
task is successfully accomplished. Each function that 
must be considered by the entrepreneur is’ ably 
treated. 

Material for this book was developed after three 
years of research and instruction by men well qualified 
in this field. Each step in the organization and opera- 
tion of a business is treated realistically and supple- 
mented with case studies. The tested methods of 
business in appraising and developing markets are 
made available. The various controls developed by 
industry are explained and illustrated in the careful 
sequence of their application to operations. 

Factors in successful administration of industrial 
relations are given the recognition they deserve. They 
include personnel management, employee training, job 
evaluation, and wage and salary administration. 
T Awk 


Albert W. Atwood: The Great Stewardship. A Story of 
Life Insurance. New York: Harper and Brothers. 201 


pages. 
This volume, representing a history of the Mutual 
Benefit Life Insurance Company of New Jersey, gives 
a popular introduction to the problems of life in- 
surance. Its interesting information includes the fact 
that the influenza epidemic, that began in the fall of 
1918, proved far more serious for the life insurance 
companies than the First World War itself and that 
total death claims resulting amounted to more than 
$100 million. The companies are apparently becom- 
ing, if they have not already become, the world’s 
chief saving institutions. Three hundred companies, 
operating in the United States and Canada, hold 
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$40 billion of assets for 70 million policyholders. 
One company has assets of close to $7 billion, making 
it the world’s largest corporation. The pros and cons 
of investing a part of the assets of the life insur- 
ance companies in common stock are well expounded. 

Mutual Benefit’s first policy, put in force in 1845, 
assured one Benjamin C. Miller, for an annual pre- 
mium of $51, that the company would pay $1,500 
in event of his death provided, among other condi- 
tions, that he did not die upon the seas, that he did 
not pass beyond the settled limits of the United 
States without the consent of the company, that he 
did not die in, or in consequence of, a duel. 

Every business enterprise is trusted when it flour- 
ishes, but banks and insurance companies can only 
flourish when they are trusted. This book leaves the 
reader with the conviction that a life insurance pol- 
icy is the best safeguard against a future emergency. 
W. S. 


Atomic Energy in War and Peace. By Gessner G. Hawley 
and Sigmund W. Leifson. New York: Reinhold Publishing 
Corporation. $2.50. 


This book is given over partly to discussion of the 
physical and chemical properties of atoms and their 
components and partly to the atomic bomb project. 
Future military and industrial uses are also consid- 
ered. The official War Department report by Profes- 
sor Henry D. Smyth is the basis of the section on the 
atomic bomb; only unnecessary details are omitted. 
Topics of unusual interest are clarified with scrupulous 
regard for facts. 

Sound presentation of facts, livened by dramatic 
description, makes the entire book absorbing and 
easy to read. It will arouse interest in nuclear physics 
and the fundamentals of chemistry; it is highly suit- 
able for students in school and college. Its presenta- 
tion makes the history of the atomic bomb project 
one of the most fascinating stories of World War II. 

A sober outlook, even in its evaluation of the future, 
is maintained throughout this book. G. K. B. 


Aviation Facts and Figures, 1945. Edited by Rudolph 
Modley. New York: McGraw-Hill Book Company. $2.50. 


The war’s security blackout held up the publication 
of most aviation data, and this volume has the great 
virtue of bringing the now available material conve- 
niently together. Wherever possible, production and 
marketing relationships with other industries, with 
our government, and with foreign nations are stressed. 
Information is presented under sixteen headings, with 
short introductory notes to each chapter. More ex- 
tended text is devoted to the section on finances, 
where the unstable position of the manufacturers from 
the balance-sheet and income-account aspects is 
sketched briefly but admirably. This statistical hand- 
book is the first of an annual series to be released 


under the auspices of the Aircraft Industries Associa- 
tion of America. L. A.M. 


Montgomery’s Federal Taxes on Corporation. 2 vols., 
1945-1946. Federal Taxes on Estates, Trusts, and 
Gifts. 1 vol., 1945-1946. New York: The Ronald Press 
Company. $15 and $7.50, respectively. 


The Montgomery annual tax volumes need no intro- 
duction to the seasoned tax practitioner. They have 
always enjoyed a reputation for singularity and frank- 
ness of interpretation of our diverse tax statutes, 
Commissioner’s regulations and judicial opinions. The 
current edition equally displays these merits. The 
task of annually reevaluating our tax structure has 
taken on gigantic proportions, with the result that 
his annual volumes have become more and more 
cooperative enterprises. This has effected a richness 
of interpretation and greater accuracy. As the titles 
to these volumes indicate, they cover the entire gamut 
of federal corporate, estate, trust, and gift taxes. Bus- 
inessmen should find them very helpful. J. H. L. 


The Economics of Housing as Presented by Economists, 
Appraisers and Other Evaluating Groups. By Laura 
M. Kingsbury. New York: King’s Crown Press. 


Economic theory, according to Miss Kingsbury, a teach- 
er of economics, “should ‘come down to earth’ and 
make connection with measurable data, if it is to be 
practically useful or aesthetically valid. In the housing 
field, it has not done so.” She says that the first step in 
developing a housing economics should be that of criti- 
cal analysis—studying and evaluating what the econ- 
omists, the appraisers, the tax assessors, the account- 
ants, the architects, the housing managers and the pub- 
lic housing groups have already said and done in regard 
to the values and costs of housing. Miss Kingsbury’s 
entire study is devoted to this “‘indispensable” first step. 
In a subsequent volume Miss Kingsbury hopes to ‘pro- 
ceed to the second step, that of building a consistent 
evaluating structure. M. B. 


Organization—A Formulation of Principle. By Alvin 

Brown. New York: Hibbert Printing Company. $3.00 
Principles are discussed by the author in a manner 
that makes this book one of the more helpful ref- 
erences on organization. The author links the many 
principles stated with practical conditions and not 
with wishful ideals. Principles developed and sub- 
stantiated in each chapter are summarized at the end 
of each chapter. Finally, all principles are indexed 
at the end of the book, providing the reader ready 
access to the author’s thinking on any particular 
principle. 

The book starts with the nature and delegation of 
responsibility and carries on through the modes of 
organization. Even the organization specialist can 
read this book to advantage, studying the principles 
and the reasons given as an audit of his own prac- 
tices. T.A.F. 
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Excerpts from Replies to Survey of 


Business Practices 
(See article on page 187) 


PRIMARY PRODUCTS 


Abrasives and Asbestos: 
sponsibility 


Mutual Expression of Re- 


“The most important nonfinancial incentive for employees 
is proper employee-employer relationship—an expression of 
responsibility by both sides, and an acknowledgment that 
it is necessary to work together. This goes hand in hand 
with good management, company objectives and policies, 
and their important by-product, good working conditions. 
Another important incentive is better-planned production 
which, in effect, stabilizes employment, develops experienced 
employees, and tends to increase earning power. Still an- 
other incentive is an intelligent job evaluation. Union rep- 
resentatives look upon any close relationship between the 
employee and the employer as coercion, and regard it with 
suspicion.” 

“The most successful type of nonfinancial incentive is the 
everyday job of making employees feel that they are ‘on the 
team,’ that they are participating in and promoting the well 
being of the common enterprise, and that their efforts are 
recognized and appreciated. We have for some time given 
detailed information to all employees on the financial record 
of the company, its present state of business and future 
plans, and we think that most employees appreciate this.” 

“Job security is the most successful and, from the em- 
ployees’ standpoint, desirable type of nonfinancial incentive. 
Other incentives of lesser value to the employee are conven- 
ient working hours and good working conditions, life and 
accident insurance protection, and retirement income. Union 
representatives in our area are chiefly interested in wage 
rates and are not particularly keen about nonfinancial in- 
centives. Likewise, hourly wage and salary rates are more 
important to our employees than any nonfinancial incentive. 
We have never supplied detailed information to our em- 
ployees about our company and their particular jobs.” 


Foundries: Selection of Supervisors 


“The individual leadership and personal magnetism of the 
supervisor inspires more willing work on the part of the em- 
ployee than any other one thing. Employees have two 
needs: recognition and security. We think that a concerted 
drive to obtain and maintain supervisors with a lot of per- 
sonal magnetism and ability to inspire their workers, and a 
wage plan that is fair, equitable, and in line for the area and 
the industry may be the answer. We have made a definite 
effort to give detailed information to employees about their 
company, their jobs, and the community in which we all 
work and live.” 

“Since the advent of unionism in our plant no nonfinancial 
incentive is acceptable to our employees. The union repre- 
sentatives are interested only in obtaining an increase in 
rates, because that reflects to the credit of the union organ- 
izer. We believe that a nonfinancial incentive program is 
considered by our employees as a clever ruse used by man- 
agement to reap some benefit which would not be shared 
proportionately by the employees. Quite some time ago we 
began giving more detailed information to the employees, 
and we met with very poor success.” 

“Nonfinancial rewards or incentives to union labor do 


not achieve the desired results, although it is not useless and 
unprofitable to make such efforts to promote better relations. 
Not long ago, we spent a considerable sum improving a cer- 
tain operation resulting in better working conditions and 
possibilities of greater productivity. The company claimed 
that it was entitled to lower the rates as the working condi- 
tions had been changed. The arbitrator maintained that in 
spite of the new facilities the company was actually cutting 
wages.” 


Petroleum: Day-to-day Contacts 


“T believe that the day-to-day contacts between first-line 
supervisors and nonsupervisors, if handled in a friendly, in- 
terested, but businesslike manner, can serve to set a stand- 
ard of efficiency and produce greater effectiveness within a 
department. Successful operation of such a program re- 
quires careful selection of supervisors together with intelli- 
gently planned training. I do not believe that union repre- 
sentatives would resist such programs.” 

“The most successful types of nonfinancial incentives are 
leadership (intelligent supervision) , human relationship (fair 
dealing) , working conditions, and recreational activities such 
as employee clubs, sports, etc. The real incentive ‘is the 
security which an employee gets from the confidence that 
he will make progress in the organization according to his 
ability and the effort he makes. Union representatives gener- 
ally resent the so-called paternalism of an organized pro- 
gram of nonfinancial incentives. We believe our employees 
welcome and enjoy such incentives as we have undertaken. 
Keeping employees adequately informed presupposes a mu- 
tuality of interest, and we have found our efforts to this 
end well received.” 

“In the final analysis, employees are only interested in 
wages or other forms of material benefits at the expense of 
the employer.” 


Steel Producers: 


Discuss Problems with Employee 
Committee 


“Tf the goal is to increase production and keep up to 
maximum standard of quality, then the financial incentive 
is the answer. If it has to do with satisfied and loyal em- 
ployees, then we do many things the cumulative effect of 
which we believe to be good, such as the maintenance of a 
well-equipped infirmary, an active safety committee, and 
well-appointed lockers and washrooms. We take an active 
interest in the families of our employees, especially in time 
of trouble; during the depression, we saw to it that none of 
our employees, especially the older ones, lacked fuel and 
food. Union representatives in this area seem to be inter- 
ested only in the matter of hours and wages. We have talked 
with our employees’ representation committee about some 
of our company problems with good results.” 

“We follow a continuous program of selling the employee 
on the many advantages of working for our company. In 
regard to nonfinancial incentives, the attitude of union rep- 
resentatives depends primarily upon whether they have any 
voice in the administration of such plans.” 

“Tt is difficult to evaluate the worth, if any, of nonfinan- 
cial incentives. A number of outstanding employers have 
performed a great service to employees in this way, and yet, 
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since V-J day, many of these have found themselves faced 
with the same strike situation, not only with ‘peaceful’ pick- 
eting but with malicious destruction of their property.” 
“Because union representatives generally recognize the 
effectiveness of nonfinancial incentives, they have done 
everything possible to minimize their importance. The atti- 
tude of our employees toward such incentives has been a 
constructive one, and they have never failed to cooperate. 
We are confident that giving increased information to our 
employees about the company and their relationship to it, 
particularly the importance of their job in the company, 
is certainly one of the most effective nonfinancial incentives.” 


METAL MANUFACTURES 
Automotive Equipment: Question Value of Such 
Incentives 


“The average corporation’s attitude toward nonfinancial 
incentives is greatly overdone. After such incentives have 
been in effect for a few years, they are promptly forgotten 
by the employees and so are no longer incentives. We think 
the very best -attitude toward employees, outside strictly 
financial payments, is a personal interest in their business 
activities.” 

“We feel that nonfinancial incentives in many cases are 
not appreciated, and sometimes are even resented by em- 
ployees. Some years ago we discontinued punching of time 
cards (except where overtime was involved) by all salaried 
employees, and we found that this fostered good will, was 
appreciated, and has not been taken advantage of.” 

“The nonfinancial incentives which motivate employees 
have their roots in the following fundamentals of human 
behavior: first, workers respond to strong, enlightened lead- 
ership; second, people crave recognition as individuals for 
work well done; and, third, employees want security in 
their jobs. I feel that union representatives do recognize 
incentives of this type. They may depreciate them in wage 
negotiations, but they can’t ignore them and retain their 
following permanently. Job security has been a strong con- 
cern of unions for a long time.” 


Electrical Equipment: Information about Company 


“The best type of nonfinancial incentive is a program of 
enlightenment of employees on the quality and quantity of 
company products, the competitive situation of the com- 
pany, and its plans and policies both for the present and 
future. I think our union leaders would participate in such 
a program to a limited degree, however, they. would demand 
financial rewards if production should exceed what they 
believe to be standard output.” 

“The most important nonfinancial incentives are security, 
continuity of employment, levelized production schedules, 
personal recognition, generation of confidence and trust in 
the management through fair dealing, and greater emphasis 
on the employees’ point of view on a problem. Much is 
wrong today with management’s attitude of unwillingness 
to permit employees to organize freely and bargain col- 
lectively. Only through an enlightened attitude toward labor 
can the abuses of the leaders be overcome and corrective 
legislation which union members themselves recognize be 
passed.” 

“Direct appeals from top management, accompanied by a 
story as to the ultimate result to be obtained and the gain 
to the company by such action, usually secure excellent 
cooperation. We have not felt that a financial statement 
would be of any great assistance in securing employee co- 
operation because few of them understand such a report.” 


“Nonfinancial incentives are of little benefit as reflected 
in greater employee effort and efficiency. Financial incen- 
tives, reflected directly in wage increases, and indirectly 
in holiday, vacation, insurance and pension plans, are of 
much greater interest to union representatives. Also, most 
employees feel that any action short of a financial conces- 
sion on the part of management is an attempt to pay em- 
ployees off in a ‘cheaper manner.’ ” 


Industrial Machinery: Respect and Recognition for 

Employees 

“Employees desire to be respected and recognized for ac- 
complishments in their work. They also wish to be recog- 
nized and respected by their fellow employees. Skilful su- 
pervisors will find means to utilize this incentive as well. 
Generally union representatives would not resist a program 
of nonfinancial incentives, but, on the other hand, would 
not particularly encourage or favor any program which was 
designed to make employees better satisfied with their em- 
ployers because the end result would inevitably weaken the 
union. Nonfinancial incentives would be favorably viewed 
by employees provided the employer handled the program 
skilfully and refrained from becoming paternalistic. We 
believe that the dissemination of information to employees 
is an essential part of any morale program, but it does not 
provide any particular incentive.” 

“All too frequently gestures of good will and consideration 
are looked upon by employees as management’s alternate 
to a pay raise.” 

“With increasing income taxes and such, fewer money 
rewards are available to any one individual and other mo- 
tives are becoming of increasing importance. Such motives 
include a sense of personal importance, proper title and 
recognition in the company, and a standing in the commu- 
nity arising from the general prestige of the company itself 
and the man’s title in the company.” 

“Activities designed to promote employee comfort, con- 
venience and loyalty, ranging all the way from comfortable 
working facilities, good light, etc., through clubs, athletic 
activities, and annual picnics contribute very much to the 
peace of mind of the average employee, but owing princi- 
pally to the influence of outside union organizers they have 
been pushed into the background .and high wages and 
longer vacations are their special interest at this time. 
Except among the older employees, the old-fashioned in- 
terest in the job or pride of workmanship is entirely gone, 
and the one interest seems to be in the payroll check.” 

“Nonfinancial incentives in which we have considerable 
confidence are excellent working conditions, modern per- 
sonnel methods, effective health service, an educational pro- 
gram and recreational activities. Unions are showing in- 
creasing attention to these features and are making them a 
subject of collective bargaining. We definitely believe that 
employees should receive information about company mat- 
ters of interest to them.” 

“The most important nonfinancial incentives are good 
working conditions and a fair and decent labor relations 
policy. However, they are, temporarily at least, overshad- 
owed by strictly financial demands.” 

“We contribute a certain portion of the cost toward two 
or three social activities of our employees, and their general 
reaction seems to be very good. We have, however, been 
very lax in giving them information on company activities, 
and particularly the relationship of each employee’s job to 
our activities but we are planning to remedy this.” 

“Business agents and other union representatives are 
100% in accord with nonfinancial incentives which tend 
to produce a cooperative effort and are in the interests of 
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the health and morale of employees. We have found that 
giving general information to the employees is helpful, but 
I think that the detailed information which has been given 
out by some companies is not understood by the employees 
and is oftentimes misinterpreted.” 

“The only expression we have had from our union was 
the statement of the organizer who expressed disapproval of 
any activities by the company which he felt savored of 
paternalism. From this we get the impression that he might 
not be in sympathy with nonfinancial incentives.” 


Machine Tools: Pride in Organization 


“Probably the most powerful nonfinancial incentive for 
employees is pride in the organization in which they work. 
There is no question that giving increased and more de- 
tailed information to employees is one of the most impor- 
tant methods of building up morale. Employees are re- 
sponsive to the manner in which the program is fed to them. 
If you approach the subject too directly, then you are 
bound to build up, because of union propaganda and other 
reasons, a feeling on the part of the employees that manage- 
ment is trying to put something over on them.” 

“T think every forward-looking employer tries to encour- 
age his employees to have pride in their job and a feeling 
that they are needed to do their job. Outside of this, it 
is also common to recognize long service.” 

“T do not believe that the average employee cares very 
much about the detailed affairs of the company’s business. 
He wants friendly treatment, a steady job, good wages and 
intelligent direction by the foreman. We would have much 
less trouble if management were in closer touch with their 
employees. Proper shop conditions are a deciding factor. 
It seems to me that the attitude of labor union agents 
toward an organized program of incentives is hostile. They 
want to get the credit for everything that is done for labor 
rather than to allow it to go to management.” 

“A feeling of security is one of the principal factors con- 
tributing to the employee’s contentment, and a happy and 
contented employee is naturally a more productive one. 
Giving the employee more detailed information about his 
particular job and the company naturally tends to make 
him more interested in his organization as a whole.” 

“Unless an employee feels that he is being paid as well or 
better than others doing the same type of work in other 
plants, he will not be impressed by opportunities for en- 
joyment offered in his establishment but not available else- 
where.” 

“After all is said and done, financial incentive is para- 
mount. It is very necessary for modern up-to-date com- 
panies to give their employees more detailed information 
about the business. If they understand the various problems 
and the earnings and financial structure and liabilities of 
the business, they are more likely to listen to your side of 
the story.” 


Office Equipment: Free Dissemination of Information 


“The most successful type of nonfinancial incentive is the 
free dissemination of information to employees. Other im- 
portant factors are complete first aid and medical service, 
a well-organized safety program, careful induction of new 
employees, guarding parking lots, leaves of absence, recrea- 
tion room, income-tax assistance, opportunities to train 
for more highly skilled work, ete. Union representatives 
are favorably inclined toward all these benefits. While 
our employees do not express their appreciation verbally, 
the services are widely used and any curtailment brings 
quick employee disapproval.” 


“We feel that our statements should be so arranged that 
the average employee can read them; however, from the 
standpoint of an incentive proposition, we feel that it 
amounts to nothing.” 

“T have not had any experience which would lead me 
to believe that there is any successful type of nonfinancial 
incentive for employees. A fixed promotional plan, for ex- 
ample, usually involves additional compensation and _ it 
would always seem to me that the increased compensation, 
rather than increased responsibilities or additional authority, 
was the dominating factor.” 

“From my own experiences and negotiations with our 
union representatives, they apparently are interested in all 
sorts of nonfinancial ideas, but basically their interest is 
in seeking more money in the pay envelope each week.” 


Miscellaneous: Publicity about Company 


“We endeavor to keep our personnel fully informed on 
the company’s activity and to explain to the average worker 
the importance of his position within the company and the 
possibilities for advancement, increased earnings, and the 
like. The company’s sponsoring of sports activities, the 
maintenance of top-notch first-aid facilities, cafeterias, and 
other similar activities are also, in our opinion, well worth 
the expenditure.” 

“TI regard as the most successful type of nonfinancial in- 
centive that of giving increased and more-detailed informa- 
tion to employees about the company ahd about each em- 
ployee’s particular job. How the problem will be solved 
successfully in large organizations where employees are still 
almost all numbers and clock cards is to my mind one of 
the burning questions of the day. We feel that we have 
enough types of non-financial incentives here in our com- 
pany so that we reach nearly all groups of employees in one 
way or another.” 

“Today it appears to me that responsibility and some 
authority are probably the only nonfinancial incentives 
that an employee considers. I have found that giving in- 
creased information to the employees about our company 
and their particular jobs can be very effective. Union rep- 
resentatives are definitely against any such organized pro- 
gram.” 

“Morale is greatly enhanced by the supervisory group’s 
discussion of mutual problems with the employees, asking 
their advice and suggestions, thus making the men feel that 
their opinions and ideas are valued and appreciated. The 
business agents with whom we have come in contact take 
the attitude that everything of value and interest to the 
men stems from the union and as a rule are not friendly 
or sympathetic toward programs of nonfinancial incentives.” 


“We would regard as effective nonfinancial incentives such 
things as company cafeterias, planned recreational activi- 
ties, training programs, locker-room and shower facilities, oc- 
casional social programs, safety programs aimed at reducing 
accident rates, medical facilities and parking facilities. 
Union representatives are prone to encourage such non- 
financial incentives, but there is a definite tendency on their 
part to try to ‘muscle in’ and claim credit for them.” 


“Employees have always expected certain nonfinancial in- 
centives from industry and from us in particular. We do 
not regard the presentation of detailed information about 
our company as a particular incentive to the average em- 
ployee.” 

“We operate only in a limited way in the field of non- 
financial incentives by granting safety awards, circulating 
our house magazine to our employees, occasionally assist- 
ing in organizing or supplying facilities for athletic teams. 
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outings, theatricals, etc., and occasionally assisting in per- 
sonal problems.” 

“The only way to compensate employees when dealing 
with labor unions is to put it in the pay envelope.” 


OTHER MANUFACTURES 


Chemicals: Develop Employee Interest in Company 


“Our direct labor costs in the sales dollar are not as high 
as in the industries which provide most of the employment 
in this area. Partly for this reason, we have concerned our- 
selves with more firmly establishing the future of the busi- 
ness and with making sure that all our production em- 
ployees are not only satisfied but are also interested in 
helping the business forge ahead. We believe the most suc- 
cessful way of developing employees’ interest is to keep them 
aware of the company’s problems and progress, and to have 
everyone from the foreman level up to the top executives 
constantly remember that production employees are a more 
important cog than production equipment. A good deal of 
the labor troubles that we have been going through since 
the war ended, results from the view of management that 
the people who work in their plants are concerned only with 
wage rates, and perhaps with doing as little for their wages 
as they can.” 

“We consider our guarantee of regular employment the 
most important of our nonfinancial incentives. We also be- 
lieve a general educational program among factory workers 
is good. Our nonfinancial incentive plans such as plant hos- 
pital service, cafeteria service at cost, good working condi- 
tions, good dressing-room facilities, athletic programs, re- 
creation facilities, annual family picnics, and entertainment 
for employees and their families are generally thought well 
of by our employees.” 

“Friendly and capable supervision is of greatest import- 
ance for the loyalty that we have found in our employees. 
Other factors which vary in importance are good working 
conditions, social and recreational activities, safety and 
health programs, publicizing company activities and benefits, 
length of service awards, and employee publications. Our 
employees accept these nonfinancial incentives as the desir- 
able features of employment with a company having fair- 
minded management.” 

“Union representatives in this area are primarily con- 
cerned with wages. Our own employees’ attitudes toward 
nonfinancial incentives would probably be sympathetic pro- 
vided they felt that their rates and other conditions were 
all that they could desire.” 


Food: Dependent on Leadership 


“Such employee rights as introductions to the job, oppor- 
tunity to make good, fair discipline, suitable working con- 
ditions, reasonable safety and comfort facilities are the most 
successful types of nonfinancial incentives. Other privileges 
are training programs, medical services, social service and 
welfare when needed, etc. The administration of the pro- 
gram definitely determines its acceptance by the employees. 
If it is superficial it can act as a boomerang and can easily 
be placed in the category of a clever way to chisel.” 

“We have found that the most fruitful sources for em- 
ployee satisfaction are those activities in which there is 
free participation by line and staff executives. There is a 
noticeable free and easy air within our organization. Fore- 
men and even executives are constantly being trained in 
leadership and basic economic facts. We also provide free 
bus transportation for our employees, and we have a fully 
equipped medical department. We also provide personal 


services for our employees, such as a barber shop, loans, 
guidance on personal problems, advice on real-estate pur- 
chases, assistance in income-tax returns, and veteran coun- 
seling. In addition, we have a company-financed annual pic- 
nic, service pins, and an attractive monthly magazine de- 
voted to company activities. We believe our employees ap- 
preciate our program, and we have never heard a single ob- 
jection to it from organized labor. However, where rates 
of pay are low or working conditions poor, such a program 
might be looked upon with suspicion.” 

“Any plan that gives the individual, the group, or the 
department credit for work well done and publicizes their 
accomplishments to others in the organization can be most 
helpful.” 

“We feel that our record of steady employment, steady 
pay and negligible turnover has been the greatest single 
factor in keeping our plant manned with good workmen. 
We have a good fundamental relationship with our em- 
ployees, principally because our limited size makes it pos- 
sible for us to know each other quite well. Formal plans, 
whether nonfinancial or otherwise, might well be selected as 
specific targets by business agents and representatives.” 

“TI regard good leadership as the most effective nonfinan- 
cial incentive. Presenting detailed information to employees 
is also an important factor because it creates among em- 
ployees the feeling that they are on the team and also sat- 
isfies to some degree their desire for recognition.” 

“Nonfinancial incentives are morale builders. They stim- 
ulate a healthy competitive attitude to do a better job. 
In order to be effective, they should be selective and should 
stem from top management or very near the top. We rec- 
cognize practical achievements in the field of safety by 
awarding insignia. We also give personal recognition for 
length of service beyond five years, publicly bestowed by the 
executive in the presence of fellow employees. Personal 
letters of commendation are also sent to employees and 
where possible pictures are presented in house organs. The 
general attitude of labor leaders is that nonfinancial incen- 
tives are a ‘free ride.’ ” 

“We try to make our company a ‘good place to work’ 
through social activities, retirement funds, and the like. 
If mutual confidence is established between the employees 
and employer, these activities aré accepted without im- 
pugning the company’s motives.” 

“Among the more successful nonfinancial incentives 
might be enumerated group insurance, a factory cafeteria, 
clean and pleasant working conditions, a well-directed house 
organ, and noncontributory retirement and hospitalization 
plans. Minor incentives are provided through athletic and 
musical activities. I think the employee is interested in 
knowing more about what goes on in the company and what 
the company’s plans and prospects are, but I doubt that 
he is as much interested as some companies evidently be- 
lieve from the great detail they have gone into to explain 
their financial statements to him.” 


Paper: Union Attitudes Vary 


“Tt appears that giving increased and more detailed in- 
formation to the employee is effective. The attitude of 
union representatives and employees toward nonfinancial in- 
centives varies. For example, in one of our mills a junior 
tradesman training program is enthusiastically supported by 
union and by employees, while in another mill the identical 
program is bitterly opposed by both.” 

“We regard providing a clean, safe, and pleasant work- 
ing environment as the most effective type of nonfinancial 
incentive. We have also found it helpful to give employees 
more detailed information about company activities as it 
seems to give them a feeling of importance. Unions re- 
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gard nonfinancial incentives as very good provided they do 
not affect wage scales adversely.” 

“Life insurance and accident and health insurance plans 
and proper vacation plans are successful nonfinancial incen- 
tives. Labor representatives in our area are not violently 
opposed to such plans but scrutinize any program closely 
and generally attempt to offer a similar proposal as a union 
proposition.” 


Rubber: Educational Opportunities 


“We regard as our most effective nonfinancial incentive 
a definitely established educational plan with awards for 
merit and the opportunity through trained instructors to 
acquire experience leading to junior foremanships, etc. We 
also support a considerable variety of employee activities 
such as bowling, baseball, basketball, music groups, etc., 
and we believe that these activities have been helpful. A 
very sound incentive is offered through providing employees 
with detailed information about the company, its purposes, 
problems, and particularly the employee’s own job. Our 
experience seems to indicate that national labor leaders are 
against any organized program of this sort.” 

“The most. successful type of nonfinancial incentive is 
the individual employee’s desire to excel in his work and to 
progress in the organization. Formal programs to improve 
attendance, safety records and other performance factors 
have generally worked best when set up in the form of 
contests. We have found that employees respond to more 
information and knowledge about their jobs and their com- 
pany. Most union agents in this area appear to feel that 
any program to increase employee interest in the company 
tends to draw the employee further from the union and is 
therefore bad.” 


Textiles: Informal Program 


“We devote particular care to mill cleaning and main- 
tenance so as to provide employees with clean surround- 
ings. We endeavor to adjust operations so as to provide rea- 
sonable continuity of work, at least for those employees who 
may be regarded as permanent. We have also developed 
adequate machinery within the organization for the solution 
of employees’ personal problems. The amount of detailed 
information about the company that can be of use is some- 
what limited because of the high degree of specialization 
that prevails in modern industry.” 

“Good housekeeping, first-class safety and first-aid pro- 
visions should rate very high in both management and la- 
bor studies of nonfinancial incentives. The employee does 
not need additional detailed information about his com- 
pany. Union representatives are for nonfinancial incen- 
tives provided they follow but do not, in any way, take the 
place of financial incentives.” 

“A clean, pleasant place to work comes first as a nonfi- 
nancial incentive; serving good food at reasonable prices and 
possibly some sort of group insurance are about all else that 
is of great importance. The policy of giving more detailed 
information to the employees about the company has not 
been well followed.” 

“In my experience, one of the best nonfinancial incentives 
for employees is a comprehensive health, life and accident 
insurance. By and large, employees react favorably to such 
a program. All the information you can give the em- 
ployees about the company will be helpful. I believe that 
not keeping employees informed has been one of the biggest 
faults of the past. Union representatives in general do not 
like nonfinancial incentives since they realize that they put 
management in a good light with the employees.” 

“New employees are given a booklet which tells them of 


their rights and privileges, and gives them some of the 
more important shop rules.” 

“The three most important things to an employee are 
his current pay, the security of his job, and the opportunity 
for advancement. We doubt if there is such a thing as a 
nonfinancial incentive. Any measurable increase in effort 
and efficiency by productive employees will only be accom- 
plished if it is reflected in the payroll. Of course, people 
are more efficient when they are happy and work in pleas- 
ant surroundings, but if they are unhappy it is usually 
the result of a feeling of injustice in pay. When stabiliza- 
tion policies prevented further wage increases, unions turned 
to fringe issues and any trimmings they could secure so 
they could continue to show results. But for the very 
reason that employees soon forget about the cost of special 
benefits, the efforts of unions to gain such benefits are also 
forgotten.” 


“We have found almost nothing of a nonfinancia] nature 
in which our employees are interested. Nor do we find 
our employees interested in securing detailed information 
concerning the financial status of our company, our custom- 
ers, our sources of supply or any of our business problems.” 


DISTRIBUTION 


Retail Trade: Companies Find Employees Expect 
Such Incentives 


“The most successful nonfinancial incentives are a good, 
clean, well-lighted, well-ventilated building, with proper em- 
ployee facilities; a good employees’ cafeteria; recreation fa- 
cilities; inspiring leadership; making merchandise that is 
difficult to obtain available to employees; affording em- 
ployees recognition in the department and in the store 
publication; and making special training programs available 
to employees. While we have done very little in regard 
to giving our employees more information about the com- 
pany in the past few years, it is very necessary that we again 
resume this type of incentive. Women are pleased by ef- 
forts of employers to establish nonfinancial incentives. Men 
who are generally the breadwinners are not always so im- 
pressed. On the other hand, many employees expect and 
even request these incentives or privileges. Sound progres- 
sive labor agents believe employers and unions should de- 
velop satisfactory nonfinancial incentives together, although 
the militant type of business agent criticizes such incentives 
as patronizing efforts of the employer. Generally, however, 
they would go for such incentives if they were allowed to 
share and participate in the resulting glory.” 

“Having had experience for about three years with our 
profit-sharing plan (the benefits of which are deferred until 
retirement) , I would be inclined to classify this as a non- 
financial incentive. Its effects here have been to give em- 
ployees (a) a greater feeling of security; and (b) an effective 
interest in the operations of the company, including atten- 
tion to excessive expenditures and waste. Other strong 
nonfinancial incentives are the opportunity for advance- 
ment—the policy of making all possible promotions from 
within the organization; the attitude of management which 
evinces personal interest in the individual; and provision 
of personnel counseling without fear of violation of confi- 
dence concerning personal difficulties or complaints. Union 
representatives feel that all such measures make their con- 
trol over the employees who are their members less impor- 
tant. There can be no doubt in our minds that the pres- 
ence of such incentives has made penetration of the unions 
into the majority of our selling and nonselling sections ex- 
tremely difficult, if not in fact impossible.” 


